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Socialism in the United States; The Pruning of Large Fortunes. 


AST year Professor Werner Sombart of Breslau, one of the 
most competent and at the same time brilliant students of 
socialism and social movements in the world, wrote a series of 
articles upon the development of the “North American Pro- 
letariat.”” These studies, which were published in the Archiv fiir 
Sozialwissenchaft und Sozialpolitik, attacked deserved attention, 
because they were the outcome of the personal observations in the 
United States of a man who thoroughly understood European 
conditions. In the beginning of the series he undertook to show 
why it was that socialism had as yet made little progress among 
the workingmen of the United States. Inasmuch as socialism, 
according to his assumption, is a reaction against capitalism, the 
country in which capitalism is most highly developed should also 
be the one in which socialism is strong and influences the feelings 
of the working class. Exactly the opposite, however, had taken 
place. It is not necessary to enumerate the reasons which this 
keen observer gives for this fact, but at his conclusion he 
expresses the belief “that all the conditions which have hitherto 
checked the growth of socialism in the United States are on the 
point of vanishing, or of being turned into opposites, and that, 
consequently, socialism in the Union will, in all probability, attain 
a full development in the next generation.” 
It would seem as if Professor Sombart’s prophecy had already 
begun to pass into fulfilment. The socialist party is, to be sure, 
not numerous as far as one can judge by the votes cast for it in 


elections. It has not yet obtained representation in Congress, at 
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least as an organized party. The elections of last year, however, 
showed that in state and municipal controversies the socialists 
were able, although divided as usual among themselves, to poll a 
considerable and rapidly increasing vote. An equally significant 
sign of the times is the mass of socialistic literature which within 
the past year has been put upon the market. 

Literature and politics are, of course, distinct things. But 
books are produced to sell, and when a stream of reading matter 
relating to a subject issues from our printing presses, we can 
be sure either that the subject is one in which people are already 
interested, or that the literature itself is expected by the publishers 
to create an interest. In either case it is significant of the trend 
of public thought, and this is generally the precursor of that pub- 
lic opinion which ultimately crystallizes in votes and in laws. 
Thus the publishers of The Jungle, a recent socialistic novel, 
advertise it as the “Uncle Tom’s Cabin of Wage Slavery.” 
There is a significance in this phrase, because, if people are to be 
really stirred up on the subject of what the socialists call “capi- 
talism” as they were on the subject of slavery, the history of 
emancipation is full of instruction. 

It is not our purpose to ask here how far the descriptions which 
occur in a work of fiction correspond to the facts. Nor is it 
our intention to touch even superficially the theoretical questions 
which, since the days of Marx, have interested economists, and 
which are still debated in the very heart of the socialist party of 
Germany, where the opposition to Marx’s doctrines has been con- 
ducted with much ability, and with perhaps more eagerness, than 
in academic ranks. Entirely apart from demographic descrip- 
tions and economic theories, there is the question of practical 
politics to be considered. Let it be granted for the sake of the 
argument that the slaughter houses of Chicago are as unsanitary 
as they are depicted; that capitalism is as ruthless and cruel, and 
the cost of competition as burdensome, as critical thinkers have 
made them out to be. What are we going to do about it? The 
one thing which those who call themselves socialists seem to have 
in common is that they believe in the destruction of “capitalism” 
as the solution. The ideal society of one is not, of course, that 
of another, and the whole history of socialism in Europe as well 
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as in this country is a story of internal dissensions, jealousies, and 
bickerings. Small as is the socialist vote of the United States, 
the socialists have generally felt called upon to weaken its power 
by dividing it, and even in elections in towns in which the social- 
ists number a handful, they often put two socialistic tickets in the 
field. But whether their views be one or many, the fact that a 
considerable number of people believe heartily in some revolu- 
tionary solution means just so much destructive power, and the 
more they differ among themselves, the less constructive and the 
more destructive will the movement be. 

There is a close parallel between the socialist temper of to-day 
and the abolitionist temper of half a century ago. Both aim at 
attacking an evil by destroying it. Now, the abolition of slavery 
was a simple matter compared with the abolition of capitalism. 
In itself it merely involved changing of the status of certain 
individuals. It involved few changes in the other institutions of 
society. Moreover, emancipation was nothing new. Many nations 
had since the dawn of history passed from the institution of slave 
labor into that of free labor. An article printed in our present 
number gives the history of that transition in Cuba. Yet the 
more we learn of the history of emancipation in the United States, 
the more we must be impressed with the fact that a purely nega- 
tive policy accomplishes little. It was easy by a stroke of the pen 
and an amendment to the constitution to make the slaves free. 
It was not easy to determine how they should support themselves 
when free. 

Just before the Civil War some persons of mature judgment 
recognized the difficulties of the situation, and, while opposed to 
slavery, were equally opposed to sudden emancipation. They 
believed in a process of gradual emancipation, under which the 
slaves should be slowly trained into those habits which befit the 
man who is not only free but self-supporting. In this class were 
men like the late Joseph E. Sheffield, the founder of the Sheffield 
Scientific School, who, though a Northerner by birth, had lived in 
the South and understood the conditions. The voice of such 
persons could not be heard in the din of the Civil War. They 
were crushed between the upper and nether millstones of aboli- 
tionists and slave-holders. The experience of forty years has now - 
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shown the wisdom of their attitude. Slavery, to be sure, is 
abolished, but the hydra-headed negro question is still with us. 
We are probably making some progress in its solution, but that 
progress is extremely slow, and the wisest are now recognizing 
that we are moving slowly at the present time, because we moved 
too rapidly a generation ago. 

Are we to witness a similar division of opinion into two 
extremes with regard to social questions? That depends mainly 
upon the attitude of the capitalist classes. It will probably be futile 
to point out to those who are exasperated by the hardships of 
society all that capitalism has done for it, and still more futile to 
try to prove that a large part of the suffering is caused by the 
folly or the vices of the sufferers. In the story which was re- 
ferred to in the beginning of this paper, a simple-minded Lithu- 
anian peasant was suddenly put in command of a power which 
even the kings and great men of the earth could not have com- 
manded a century ago. Capitalism made it possible for him at 
small expense to transfer himself and his family to a country 
more than three thousand miles distant. On his arrival capital- 
ism met him with a train of rapidly moving cars, and carried him 
again at small expense a thousand miles overland. Here again 
capitalism provided him and his family within a comparatively 
short time with the means of livelihood. He was not obliged to 
subdue the wilderness, to study the resources of the country, or 
even to learn much of its language. Practically all that he had 
to do was to go into a packing house, perform unskilled labor, 
and draw his wages. Capitalism even provided him with a 
house, which, though badly built and fraudulently represented as 
new when in fact it was old, yet gave him an opportunity of 
becoming a proprietor on comparatively easy terms. But he 
foolishly committed himself to buying this house before he knew 
enough of the country to even know whether he wanted to settle 
in Chicago at all. He married before he had money enough to 
marry on. He gave an elaborate wedding feast far beyond his 
means. He went on from one error of judgment to another, 
falling into the hands, very naturally, of sharp, unscrupulous 
men. He lost his wife and boy, served a sentence in jail, turned 
tramp, became a ward politician, and after running through 
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many experiences, having basely deserted the other members of 
his family, finally settled down comfortably and contentedly into 
the belief in a future social state in which capitalism would cease 
from troubling. 

Most of the rascality which is depicted in the story is not 
caused by capitalism. In fact the active, managing capitalist 
does not appear directly in the story at all. The persons who 
abuse the confidence of Jurgis are such men as the ward 
politician who enriches himself corruptly, the bar-keeper who 
cheats the poor foreigner in changing a bill, the foreman in a 
packing house who ruins his domestic life. Ignorant and lack- 
ing in judgment, though industrious and willing, and suddenly 
placed in a new environment, he would have had a hard time, even 
if the slaughter houses had been managed by the city. He cer- 
tainly would have had a much worse time, if they had been 
managed by the kind of people represented as governing the city. 
But to a man who is exasperated, and who believes that he has 
found in some general condition of society the cause of his 
troubles, nothing is less welcome than to point out to him his own 
shortcomings and errors or the general vices of mankind. And 
we must reckon with the human mind as it actually works, and 
not as it would work if governed by rules of logic. As long as 
capitalistic enterprises are so powerful, they will receive more 
than their share of blame for all that goes wrong, and must, 
therefore, live up to a higher standard of conduct than that which 
governs the rest of the community. The old maxim noblesse 
oblige must be revived under the form richesse oblige, if capital- 
ism is to avoid constant assault. It cannot afford to be on the 
defensive. It must be ready to show, not only that the present 
methods of production are on the whole as equitable and as 
efficient as any that are likely to be instituted under the state man- 
agement demanded by socialism, but that they are free from 
reasonable complaint. If it be true, as is implied in the story and 
as is reasserted by the author of the story in a magazine article, 
that diseased meat, which has been condemned by the government 
inspector, is surreptitiously put back into the stock and sold for 
human food, we must expect that not only the individuals con- 
cerned in such a practice will be condemned for their individual ° 
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rascality, but that the system itself, however unjustly, will be 
made responsible. It is, therefore, for the interest of all who 
derive profit from capitalistic enterprises to work for the cor- 
rection of all abuses which may, fairly or unfairly, be connected 
with capitalism. It is equally in the interest of social peace that 
we learn how far the abuses which are charged have a real 
existence. 


The present ventilation of these subjects gives a peculiar 
importance to one of the utterances of President Roosevelt's now 
famous “muck rake” speech. A plan to tax large fortunes so 
as to practically make it impossible for any one to inherit more 
than a certain amount is not new, and is in itself open to many 
very obvious objections. Large fortunes are not necessarily in 
themselves bad. While they possess great power for evil, they 
also possess, if well administered, great power for good, and the 
mere fact that they are so conspicuously before the public exer- 
cises a considerable restraint upon their owners. The evils con- 
nected with the acquisition of big fortunes are probably greater 
than those which arise from their existence. Moreover, inherit- 
ance is not the only means by which they are transmitted. Mar- 
riage is another, and the lavish waste of wealth involved in the 
marriages of American heiresses to foreign noblemen is quite 
as conspicuous and quite as much to be condemned as that which 
arises from the inheritance of fortunes by the sons or grandsons 
of the fortune-makers. The real thing which we should aim at 
correcting, therefore, is neither the existence nor the transmission 
of large fortunes, but the irresponsible acquisition and the 
irresponsible use of them. 

Under the feudal system the ownership of land, which was 
the principal form of wealth, rested legally upon service. The 
nobleman was originally an office-holder. The income of the 
land represented his salary, and a salary heavily burdened with 
public services. Even at the present day a certain social, if not 
legal, obligation rests upon the owners of large estates in England 
to render some kind of personal public service. In our country, 
while the public service corporations are held by law to a recogni- 
tion of their semi-public character, the individuals who draw their 
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incomes from the securities of these corporations are held neither 
by law nor by custom to the rendering of any services in return. 
It is not easy to devise a single statute that will correct an evil 
of this kind. Probably no law would be effective unless supple- 
mented by a strong public opinion. Society will probably always 
have a group of rich parasites at one end of the social scale as 
well as of poor parasites at the other. Yet there is no reason 
why laws should be made to specifically favor either class, and the 
whole joint stock principle with its essentially impersonal charac- 
ter, especially when combined with the essentially impersonal 
character of our tax systems, both state and federal, is such as to 
foster and make easier an irresponsibility which is only too com- 
mon an attribute of human nature. Whatever one may think 
of the wisdom or effectiveness of the progressive inheritance tax, 
it is a good thing to call attention to the possibilities of evil and 
abuse connected with the legal system under which fortunes are 
acquired and transmitted. It is only through the frank recogni- 
tion and temperate discussion of such matters that either a wise 
law or an enlightened public opinion can be found. 


PHILADELPHIA’S REVOLUTION. 


HE question is often asked, What are the underlying 

causes of the revolution in Philadelphia politics accom- 
plished during the past year? Is it a mere spasm, brought about 
by the energy of one man; or is it a new life which is beginning 
to manifest itself, even though it may be subject to setbacks as 
most reforms are? Are people being educated to higher stand- 
ards; and if so, to what extent are they the results of previous 
efforts? 

The editor of the Review asked me to prepare this article on 
Philadelphia’s revolution as long ago as last summer. At the 
time I replied I should very much like to write such an article, but 
that I felt that the campaign then pending should be allowed to 
develop a little further. Then I reached the conclusion that it 
would be premature to prepare the article before the results 
of the November election were known. That event was no 
sooner passed than a multitude of new problems sprang up, and 
more time was asked for on the ground that it was still too soon 
to give anything like a thoughtful survey of the situation and 
of the possible results of the stirring events beginning with 
Mayor Weaver's dismissal of his recalcitrant directors. Then 
Governor Pennypacker called the extraordinary session of the 
legislature and the compaign for the February election was 
inaugurated. These developments were such as to necessitate a 
further postponement; so I waited until after the special session 
of the legislature adjourned, until after the February election had 
been successfully passed, until after the reorganization of Select 
and Common Councils on April 1. 

These facts are recited because they indicate how difficult it is 
to treat of a situation so complex, so extensive, and so delicate as 
that which has characterized Philadelphia’s municipal history 
during the last twelve months. 

The November election, although most interesting and sug- 
gestive, would have been of little value unless followed up as it 
was by the far more significant February election and by the 
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events which have succeeded. While each development since 
May 22, 1905, has been important and helpful, those which have 
occurred since November 7 have been of greater significance, 
because they indicate how widespread and deep-seated is the 
demand in Philadelphia for a change in political conditions and 
methods. 

Philadelphia politics were long a byword for all that was 
shrewd and unscrupulous in the manipulation of governmental 
machinery for the advancement of private and corporate ends. 
The “Philadelphia System,” as it was known throughout the 
country, was the envy of every practical politician, because the 
results it produced were so direct and apparently easy of accom- 
plishment. For years the Republican “Organization,” as the 
machine came to be known euphemistically in the latter days of 
its history, not only controlled the politics of the city, but of the 
State as well, and had complete control of the federal patronage 
in city and State. 

With all the appointive offices at its command, with the legisla- 
tive branches absolutely under its control, and with the elective 
officers obedient to its slightest wish, to an extent little appre- 
ciated by the outsider, it had a grip on the political situation at 
once autocratic and effective. So absolute was its control of the 
patronage in the city that very frequently the elective officers 
(that is, the officers elected by a direct vote of the people) did 
not know the men whom they appointed at the direction of the 
machine. The substitution of the will and the wishes of the 
“Organization” for personal discretion and opinion was com- 
plete. Until Mayor Weaver broke the shackles which bound him 
and other officials, there was not a shadow of public dissent from 
the decisions of those in control. Conventions met and unani- 
mously nominated, months in advance, the men selected by Mr. 
Durham and his colleagues in the management of the organiza- 
tion. Men so nominated, when elected, appointed the slates pre- 
pared for them by Mr. Durham and his colleagues. Appoint- 
ments requiring the confirmation of Select Council in the city 
or of the Senate in the State received it in the shortest possible 
time. The men chosen by Mr. Durham received appointment 
at the hands of the President, because they were endorsed by the 
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United States senators and by the congressman from the district 
in which they lived. There was no break from beginning to 
end: the organization was complete, compact, effective. 

Some idea of the principles animating the organization may be 
gathered from a speech made in the campaign of 1900 by David 
H. Lane, for many years the unquestioned leader of the Republi- 
can machine in the 20th Ward. In a speech to officeholders Mr. 
Lane declared (to quote from the daily papers of the time) : 
“The cohesive power of the “Organization” is offices. We have 
10,000 officeholders and they are all ours. Under the present 
administration no man can get an office unless he is loyal to the 
“Organization.” If you want office or preferment in political 
life, you will have to get it through the organization. Foreign- 
ers, when they come here, vote the Republican ticket. Why? 
Because we have the offices and they expect favors from office- 
holders. In New York they vote for Tammany for the same 
reason. Our organization bears the same relation to Philadel- 
phia that Tammany does to New York. The ownership of the 
offices means the power for withholding patronage and for con- 
ferring favors upon citizens generally who, in turn, will support 
the organization. It is through this far-reaching power that the 
great Republican party is given its majority in this city and 
State. Without the offices this great edifice would crumble and 
fall. To a man with his foot on the ground and little food in 
the house it is a godsend to get the two dollars or two and a half. 
If a man cared to use his own money for hospitable purposes he 
should do it with discretion. Leaders of a division commit crime 
if they become inebriated while on duty. Your work before and 
on election day will be known to the leaders; and the man who 
achieves results is the man who secures preferment, if any chance 
for political advancement occurs.” 

These are the words of a man who for forty years has been 
an active factor in Philadelphia politics, who has a reputa- 
tion for being well-learned and versed in the art of politics, and 
a philosopher to boot. They are the utterances of a practical 
man; and they are therefore to be taken at their full value. 
Nowhere that I recall has the Philadelphia system been more 
aptly, concisely or forcibly described. Mr. Lane does not pre- 
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tend to be a reformer or an idealist. He takes life as he finds it, 
and utilizes the forces he finds at hand. While his utterances 
may seem brutally bold and candid, the public is under obliga- 
tions to him for so completely laying bare the basis upon which 
practical politics in Philadelphia and elsewhere are founded. 

The Philadelphia system reached its highest notch during the 
administration of the late Samuel H. Ashbridge. As Mr. 
Charles Richardson in an address on “The Spoils System in 
Philadelphia” a few years ago declared: “It is a matter of com- 
mon knowledge in this city that under our present administration 
the spoils system has much more than regained the little it had 
lost in previous years. I think it is safe to say that the politi- 
cal machine of Philadelphia is now without a rival as a 
thoroughly organized and uniformly successful incarnation of the 
spoils system.” 

“In the newspapers and elsewhere there has been an endless 
series of editorials and statements describing and denouncing its 
absolute supremacy, its merciless monopoly of every avenue to 
public usefulness, its vicious and demoralizing methods, its venal 
disposal of franchises, contracts, and special privileges, its resort 
to every form of social, political, and business ostracism as a 
penalty for independence; its unholy alliance and corrupt deals 
with the worst elements among the poor and among the rich, and 
its contemptuous disregard for public opinion, public interests, 
and every moral, legal, or political principle that might conflict 
with its purposes.” 

In addition to its complete control of the offices, the organiza- 
tion was in equally complete control of the finances of the city and 
of the various public service corporations through its control over 
councils. It manipulated the budget of the city and the State 
to suit its wishes: to reward its friends and punish its enemies 
appropriations were made to those charities and public purposes 
the officials and supporters of which either directly assisted the 
organization in maintaining its hold or who remained silent in 
the presence of its iniquities. Franchises and privileges were 
granted only to those corporations which did its bidding and 
subjected themselves to its dictation; so that the employees of 
the Rapid Transit Company, the Philadelphia Electric Company, - 
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the United Gas Improvement Company were so many additional 
privates in the “Organization’s’” army. In addition to its control 
of the municipal, State, and federal offices and of the employees 
of the various public service corporations and of the councils and 
the offices in its control, the “Organization” exercised an absolute 
control over the machinery of the election system. Herein 
rather more than at any other point lay the secret of the machine’s 
ability to continue itself in power. 

Louis Seaber, a newspaper writer of experience connected with 
the Philadelphia North American, contributed an article under 
the title of ““Philadelphia’s Machine in Action” to the New York 
Independent (of the issue of March 19, 1905) in which he laid 
bare the means whereby the Republican machine had not only 
elected its own candidates in the February, 1905, campaign, but 
had deliberately and successfully transferred 55,000 votes to the 
Democratic ticket, thus insuring its triumph as a minority over 
the independent ticket put in the field by the City Party. 

Mr. Seaber pointed out that, according to the returns, the 
straight Republican machine ballot numbered 180,000; Demo- 
cratic, 24,000; City Party, from 29,000 to 36,000. Ten Republi- 
can candidates for magistrate received from 131,000 to 151,000 
votes; five Democratic nominees were accredited with from 
74,000 to 80,000, although two of the Democratic nominees who 
had been endorsed and placed on the City Party ticket by the 
reformers received only 5,000 and 8,000 votes more than their 
Democratic associates, having been slaughtered as a rebuke for 
accepting aid of the enemy. 

In the 3d Ward (to quote Mr. Seaber again), which was a 
Democratic stronghold some years ago, the present machine 
leader having been a Democratic worker, the Republican candi- 
dates for magistrate received from 2,038 to 2,897. The 
straight Democratic vote was 208, but its nominees for magis- 
trate were accredited with from 4,057 to 3,013; the highest City 
Party vote was 34. The 4th Ward, another formerly Democratic 
bailiwick, registered 3,197 votes for the Republican candidate 
for city solicitor and 127 for the Democratic candidate for the 
same office. The Republicans, however, polled from 2,101 to 
2,407 for their magisterial candidates; while the Democratic 
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candidates for magistrate received from 1,927 to 2,236. “In 
every other ward the orders were obeyed so implicitly that instead 
of 30,000 votes—25 from each division, which it was calculated 
would give a safe majority to the Democratic ticket—the number 
was very nearly double.”’ 

“Sam Maloney, the Republican leader of the 5th Ward, a man 
who appreciates a joke, was asked how he accounted for the 
plurality given to the Democratic candidates for magistrates in 
his ward. ‘Well,’ said he, ‘everybody down in my ward is 
Republican. They voted for Roosevelt in November; but the 
vote this time showed that they won’t stand for this railroad 
agitation and the fight on Standard Oil. The vote this time 
was a vote of protest. I guess that explains it.’ ” 

There was another feature of the Philadelphia system which 
calls for consideration in this connection. It was the complete- 
ness and thoroughness with which the “Organization” took care 
of its workers and yet subjected each one of them to constant 
dependence upon it for support and maintenance. The old plan 
of independent ward leaders was abolished, because it made neces- 
sary the taking of their wishes and views into consideration. 
Each ward leader with very few exceptions, of which David H. 
Lane was one, was given an appointive position so that at any 
time at which he might prove recalcitrant he could be brought 
to terms by threatening removal. Councilmen were controlled 
by receiving clerkships in the administrative departments or by 
having their near relatives, sons, daughters, or others dependent 
upon them for livelihood, given appointive places. In this way 
or through subsidies to interests in which the ward leaders or 
councilmen were interested, the machine could depend at any 
moment upon the unquestioning fealty of its retainers. It did 
not have to discuss ways and means with them, or secure their 
views. It knew that by the very simple process of theatening to 
cut off their bread and butter they could bring them to support the 
most iniquitous or arbitrary measures. 

Politics permeated the city. The influence of the machine 
permeated every walk of life and brought all classes of people 
within its control. 

When the now famous gas lease ordinance of 1905 was intro- . 
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duced in councils in the spring of that year, the Philadelphia 
machine was at the zenith of its power. Its hold upon every 
office in sight seemed to be well-nigh absolute; and its authority 
was so far reaching that the suggestion to in time bring all the 
public service corporations of the city and State to its feet and 
combine them in one great corporation with perpetual franchises, 
seemed plausible; but the leaders of the machine were reckoning 
without their host. Philadelphia had been considered “corrupt 
and contented,” to use the picturesque phraseology of Lincoln 
Steffens; but Mr. Steffens’ designation was based on too short 
an acquaintance with the real character of Philadelphia. Phila- 
delphians are never demonstrative, very seldom grow excited 
in comparison with the citizens of other communities, and are not 
given to self-glorification or boasting. They are accustomed to 
doing things, because it is their duty to do them, without ostenta- 
tion or unnecessary advertisement. They are not apt to grow 
excited over adverse conditions, but to consider them thought- 
fully and carefully before acting. I have often felt during the 
past year that Philadelphians, so far as their politics are con- 
cerned, were very much like John Paul Jones and his men on 
the Bon Homme Richard, Just about the time everybody was 
asking them if they were not ready to surrender all their rights 
and to give up the fight, they replied: “No we have not com- 
menced to fight yet.” For years the citizens of Philadelphia 
have been getting what we used to call, when I was a boy, “a 
good ready on,” so that when they struck, they struck powerfully 
and to good effect; and all that has happened since Mayor 
Weaver's Declaration of Independence on May 22, 1905, to the 
present time, has been in entire harmony with this view of Phila- 
delphia and its character. 

The Mayor, with wonderful keenness of insight, realized when 
the psychological moment to strike an effective blow came. 
There was no previous period in his administration when, if he 
had broken the shackles and declared his freedom of machine 
influences, he could have rallied the people so thoroughly and 
completely to his standard. Not that they were unaware of the 
iniquity of the machine and its methods; not that they were 
unaware of the necessity for action. They were simply not ready 
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to declare themselves and to strike an effective blow. As Mayor 
Weaver himself on more than one occasion has confessed, while 
he was heart-sore at the situation in which he found himself and 
anxious to liberate himself and the city from the thralldom of 
the machine, he never felt that it was possible of successful 
accomplishment, until the introduction of the gas lease precip- 
itated the situation and made all the subsequent events possible. 
When Mayor Weaver moved, he moved with characteristic 
Philadelphia energy and directness. He removed from office 
the two directors who had stood in the way of the execution of 
his will and who had served the machine first and the city after- 
wards—a long way afterwards. He put in their place two men 
who could be depended upon to carry out his orders and to con- 
sider the interests of the city first and foremost on every occasion. 

Men who were subservient to the machine and obedient to its 
wishes were removed from office, and capable men, devoted to 
the welfare of the city, substituted for them. Director Potter, 
who was in charge of the police, began at once an onslaught on 
the fictitious names on the registry lists which had been the chief 
stock in trade of the bosses of the lower wards and made the 
enormous and pliable majorities possible. The police were taken 
out of politics to an extent never before believed to be possible. 
It is true they could not overcome the habits of a lifetime; and 
the police interfered and participated ofttimes in behalf of Mayor 
Weaver and his politics, sometimes because no other way was 
open for relief from an intolerable condition of affairs, and some- 
times because of mistaken zeal. The temper of the people, how- 
ever, has been such that participation by the police and public 
officials generally has been very short-lived; and whenever there 
has been any attempt for either of the reasons mentioned to 
interfere, the popular protest has been instant and unmistakable. 
The passage of the Shern bill, to which reference will be made 
later on, has made further participation difficult of accomplish- 
ment. 

It is not the purpose of this article to detail the developments 
of Mayor Weaver’s administration from the date of the removal 
of Directors Smyth and Costello to the present time, but only 
to comment upon those features which have a permanent signifi- _ 
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cance and indicate the temper of the administration and of the 
people, and the drift of events. 

Following Mayor Weaver's reassertion of control and author- 
ity and the purging of the registry lists of fraudulent names came 
first a legal battle for the punishment of those who had been 
responsible for some of the more glaring frauds in the matter 
of the construction of the filtration plant and for the punish- 
ment of those who had been conspicuous in debauching the 
ballot-box ; and in the second place, for the recovery of the elec- 
tion machinery and of the elective offices from the control of the 
machine. 

The November campaign of 1005 was one of the hardest 
fought which the city has ever witnessed. The machine left 
no stone unturned to maintain its control over the vote of the 
citizens of Philadelphia. Every means, proper or improper, 
legal or illegal, legitimate or illegitimate, was utilized, but to no 
avail. 

The “Organization” made a subtle appeal to the voters of 
Philadelphia to remain true to the national party of their choice, 
to bear in mind that that party has been responsible not only for 
the prosperity of the country and of the State but especially of 
the city; that the surest way to bring about effective reform was 
through the party, and that the party had shown its good inten- 
tions by withdrawing the objectionable candidates it had nomi- 
nated and by substituting in their place men of irreproachable 
character, who could be depended upon, if elected, to administer 
their office solely in the interests of the people. And herein lay 
one of the substantial reasons for the past successes of the 
machine. It had very seldom offended the people by the nomi- 
nation of unfit candidates. It usually succeeded in securing 
eminently respectable men, against whom little or nothing could 
be said personally, other than that they were the candidates of a 
corrupt organization. The few times it did nominate men of 
objectionable character it was forced to replace them with better 
men. Of course, this statement does not refer to the candidates 
for the ward and division offices, where the public scrutiny was 
not apt to be so great; and occasionally it was able to run men 
of objectionable character into office on the strength of the 
popularity and integrity of the national or State candidates. 


ta 
A 
| 


1906] Philadelphia's Revolution. 17 


Moreover, the Republican organization had always been 
scrupulously careful to observe the business interests of the city. 
It had beena loyal and unquestioning supporter of the protec- 
tive tariff system and had never failed to protect the great indus- 
tries which have made Philadelphia a conspicuous center of 
industrial enterprise and development. It had always stood for 
a low tax rate—not only an absolutely low rate, but a relatively 
low rate; although in later years its policy in this direction was 
actuated by a desire to force the city into bankruptcy so that it 
could force the gas works and possibly the water works into the 
hands of private concerns who would be willing to pay large 
sums to the powers in control for the privileges. 

The City Party started out in its campaign facing a very 
large normal Republican majority and an unusual degree of 
party loyalty based not only on sentimental reasons, but upon 
good and substantial favors past, present, and to come. It faced, 
moreover, the natural conservatism of Philadelphia and the 
unwillingness to make experiments along political lines. On the 
other hand, the City Party benefited by the fact that Philadel- 
phians had made up their mind to end the régime of the corrupt 
politicians that had so long played upon their sentiments and 
loyalty. The City Party campaign was conspicuously well 
managed from the start, and gave cavillers no opportunity to find 
unnecessary fault. It went on the principle that the people 
proposed to do the right thing, if they were convinced that the 
time had come for action. Those who were hesitating on this 
point were convinced beyond the peradventure of a doubt that 
the time was ripe for a successful revolution and that the instru- 
ments at hand were capable of effecting the ends they had in 
mind. 

The outcome of the election was a foregone conclusion; 
although the majority of 45,000 was unexpectedly large. It 
was a genuine triumph of the people and was due to the deter- 
mination of the voters to register their protest against the condi- 
tions that had prevailed. One of the earliest to recognize the 
significance of the campaign that had resulted in the defeat of 
the Republican organization candidates in the State as well as 
city was Governor Pennypacker, who almost immediately called - 
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a special session of the legislature, to meet on January 15, to 
give the force and effect of law to the reforms that had been 
demanded during the campaign. 

This special session, which met on January 15, 1906, and 
adjourned on February 15 following, was one of the most 
remarkable legislative sessions ever held in any State in the 
Union. It was unique in the annals of Pennsylvania in that it 
was the only special session that carried out the purposes for which 
it was called together. The special session was composed of the 
same men who at the regular session in January, 1905, had ser- 
vilely executed the orders of the “Boas Mansion crowd,” as it 
came to be called because of the headquarters where Durham, 
MeNichol, and their colleagues lived during the session of the 
legislature. The same men who had enacted the ripper legisla- 
tion of 1905, in a manner which called forth indignant protest in 
every part of the State, as unanimously repealed it at the special 
session. The same men who had smothered the Personal 
Registration Bill at the regular session voted for its final passage 
at the special session. Every item mentioned in the Governor’s 
call received the sanction of legislative enactment with a single 
exception—that of the State Civil Service Bill, which, although 
it received a majority vote, did not receive the 103 votes required 
by the Constitution. 

The work done at the special session was of two classes: the 
undoing of those things that ought not to have been done and the 
execution of those that ought to have been done at the regular 
session. The repeal of the ripper bill comes under the first class, 
and under the latter the passage of general reform measures. 
The record of the session includes the passage of the Greater 
Pittsburg Bill, Senatorial and Legislative Appointment (which 
had been delayed and postponed for twenty years and more), 
the enactment of the Roberts Corrupt Practices Act; the Sheatz 
Personal Registration Bill for Cities of the First and Second 
Classes, and the Third-Class City Personal Registration Bill; 
the Uniform Primary Act; the Jackson Bill regulating the 
deposit of State funds; the bill fixing the salary of the Insurance 
Commissioner at $6,000 in lieu of $3,000 a year salary and enor- 
mous fees; the bill fixing the salary of the Secretary of the 
Commonwealth at $8,000 in lieu of $6,000 and the fees; the 
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Philadelphia Civil Service Bill as championed by Mayor Weaver; 
the bill making a new salary schedule for the Insurance Depart- 
ment; the Shern bills—one restricting political activities of muni- 
cipal employees of Philadelphia, the other prohibiting municipal 
employees from soliciting campaign funds; the bill limiting to 
$750,000 the annual expenditures for state bridges in lieu of the 
present loose law which permitted the expenditure of an indefi- 
nite amount practically at the dictation of the Bridge Trust. 

The reapportionment bills represented a compliance with con- 
stitutional provisions long ignored. The personal registration 
bills, requiring the personal registration of each voter in advance 
of the election, represented the culmination of ten years of 
unremitting effort on the part of reformers. The bill for the 
cities of the first and second classes was passed substantially as 
prepared by the Joint Committee on Election Code composed of 
representives of the Committee of Seventy of Philadelphia, the 
Boards of Trade of Wilkes-Barré and Scranton, the Chamber of 
Commerce of Pittsburg, the Election Reforms Committee of 
Pennsylvania, and the Republican and Democratic State Com- 
mittees. The Sheatz Uniform Primary Bill provides for direct 
primaries of all parties on the same day under the control of the 
general election day officers; and requires that each voter be 
given the party ballot of his choice, although an elector must 
comply with a fairly simple test of party standing if challenged. 

The new Political Assessment Bill provides that no officer, 
clerk, or employee in the government of Philadelphia shall 
demand, solicit, collect, or receive, or be in any manner concerned 
in demanding, collecting, or receiving any political assessment, 
subscription, or contribution, nor shall any such officer, clerk, or 
employee give any contribution intended for any political purpose 
to any person, corporation, committee, or association. The 
Shern Bill is designed to give force and effect to Mayor Weaver's 
declaration and policy in behalf of removing the police from poli- 
tics. It forbids any employee of Philadelphia to attend any 
political convention except in the performance of his official 
duty, or to serve as a member of, or attend a meeting of, any 
committee of any political party, or take any active part in politi- 
cal management or in political campaigns. Because of this Act, - 
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Director Frederick J. Shoyer, of the Department of Supplies, 
resigned, as it is his intention to be a candidate for the office of 
district attorney next autumn. 

The Gable Civil Service Bill applies to Philadelphia. It was 
championed most vigorously and earnestly by Mayor Weaver, 
and is a measure intended to establish a bona fide merit system in 
Philadelphia. It provides for the appointment of a commission 
of three members by the mayor to have charge of all examina- 
tions which every applicant for appointive office must undergo 
before he can be appointed. It is modelled in general on the 
federal law, and is regarded as eminently satisfactory by the 
Pennsylvania Civil Service Reform Association, which was active 
in promoting its passage. 

The Roberts Bill, patterned somewhat after the law in Eng- 
land, aims to prevent corruption by means of publicity. While 
it places no limits upon a candidate’s expenditures, it does pro- 
vide that he must under oath make out a statement of his cam- 
paign expenses. It relates to all candidates for office; and that 
there may be no dodging of election expenses it defines them to 
mean: “All expenditures of money or other valuable things in 
furtherance of the nomination of any person or persons as candi- 
dates for public office or any furtherance of the election of any 
person or persons to public office or to defeat the nomination or 
election to public office of any person or persons.” Moreover, it 
requires that all expenditures must first pass through the hands 
of the treasurer of a committee, who must account for every 
expenditure made. 

Reformers and publicists generally concurred in approval of 
Governor Pennypacker’s special message and personal letter to 
each member of the House and Senate in which he declared: 
“We have reached the end of what has proved to be a most 
important session of the general assembly of this State; and I 
congratulate you most heartily upon the success which has 
attended your efforts. You have risen above the desire to influ- 
ence personal interests, and have had regard in what you have 
done for the welfare of the Commonwealth. This session will 
long be remembered as an example of what can be accomplished 
when men are inspired with such sentiments. You have made 
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earnest efforts to solve the difficult problems of apportionment ; 
and the legislation you have enacted will do much to place upon 
a higher plane the administration of public affairs in this State. 
Such achievements will deserve and receive the commendation 
and appreciation of all thoughtful citizens.” 

The adjournment of the special session was followed by the 
February election on February 20. The campaign preceding this 
had been quiet, and unmarked by any special features. There 
was none of the excitement and enthusiasm preceding that of 
the previous November. Many of the office-holders who had 
supported the City Party had returned to their allegiance to the 
Republican organization, which in the meantime had been 
wrested from the hands of the Durham-McNichol-Penrose coterie 
and placed in the hands of those who were in greater sympathy 
with the improved methods. In fact, the new Republican régime 
had made an effort to secure the cooperation of the City Party in 
a thorough housecleaning; but the temper of the people was 
plainly in favor of a continuance of the independent policy—a 
temper which was disclosed not only in public utterances, but in an 
unmistakable manner at the polls on February 20, when the City 
Party candidates for city offices received a majority of 11,000 
although there was no contest, both the City Party and the 
Republican candidates being assured of election under the form 
of minority representation now existing in this State. More- 
over, many wards had no contests other than for election officers ; 
yet these were carried with substantial majorities by the City 
Party candidates. In other words, the people came to the polls 
determined to register another vote against the old conditions and 
to show once more how thoroughly determined they were for a 
complete change of methods and practices. 

To my mind the February election was of far greater signifi- 
cance than the November one, because it came at a time when 
most observers expected a reaction, when the public interest was 
apparently less keen. There had been (as already noted) no 
sensational features; and there had been more or less dissension 
in the ranks of the City Party workers, due to their inability to 
adjust themselves to the victory; and there had been some mis- 
understandings and some perversions. The people, however, ~ 
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disregarded these, just as in some wards they disregarded the City 
Party designation where it had been captured by men who were 
not in full sympathy with all that the party stood for in the city 
at large. For these reasons I believe that the February election 
is entitled to be considered as far more encouraging than the 
November election. It was more nearly a calm dispassionate 
expression of views; and while the majority was much smaller 
than that registered in November, it was substantial, and I 
believe its full significance is felt and appreciated quite as much 
by the practical politicians as by the reformers. 

There is every indication, too, that the reform has come to 
stay in a very substantial measure in Philadelphia. There may 
be some reaction; there usually is, after so great a victory; but 
Mayor Weaver has unquestionably justified the public confidence 
in him. He has proceeded from point to point and has given 
to the people of Philadelphia every reason to be grateful. His 
removal of Smyth and Costelio in May of 1905 made successful 
revolution possible. His vigorous management of the police 
with the codperation of Director Potter resulted in a very large 
diminution of the fraudulent vote. Moreover, it was such that 
they codperated with the citizens in the expression of their wills 
at the polls, rather than in opposition to and perversion of them. 
His appointments have been of uniformly high grade. Adminis- 
trative efficiency has been the aim of the bulk of those he has 
selected. His enforcement of the Civil Service Law has left 
nothing to complain of. His three commissioners are men of 
high personal integrity. One of them, the Hon. Frank M. Riter, 
is a conspicuously useful public servant. For a year he adminis- 
tered what little of civil service reform the Bullitt Bill yielded with 
conspicuously good results. Cyrus D. Foss, Jr., Esq., his col- 
league, had been Secretary of the City Party City Committee, and 
before that Secretary of the Philadelphia Municipal League— 
a long time worker in the cause of genuine municipal reform. 
The Democratic member, Dallas Sanders, Esq., has been 
interested in civil service reform since the early 80’s and brings to 
the administration of his office a sympathetic and intelligent 
interest in the work. 

The results of the special session of the legislature can be 


| 
a 
i 
| 
{ 
q 


1906 | Philadelphia's Revolutzon. 23 


directly attributed to the revolution, and represent a large 
measure of concrete achievement. They give the force and 
effect of law to a long series of important reforms long 
demanded by the people. 

It would be an interesting study to ascertain to what extent 
the revolution of May, 1905, owes its origin to the educational 
work of the reform organizations of Philadelphia, including the 
old Municipal league and the present Committee of Seventy, and 
to the general sentiment in favor of municipal independence 
which has manifested itself in so many places and in so many 
elections during the past few years in this country. 

The Committee of Seventy and the City Party happened to be 
the agencies at hand when the people made up their mind to act; 
but their most active members are the first to admit that their 
successful efforts were made possible by the long years of 
unremitting service of men, who in season and out of season 
exposed official shortcomings, pointed out the iniquity of 
existing conditions and advocated reforms for their correction. 
There is no way by which the influence of such organizations 
and of such men can be measured or weighed; but the fact that 
the reforms which they advocated and the measures which they 
espoused were made the battle-cries of the militant forces of the 
past year, is an index of the extent of their influence. 

The victory, however, has been one not of an organization or 
organizations or of any one man or of a group of men, but is 
essentially a victory of the individual voter, who saw his duty 
and performed it; who realized his opportunity and seized it. 
As never before, the people of Philadelphia exercised their right 
of franchise and exercised it intelligently. This is the signifi- 
cant and hopeful feature of the situation, and holds out a large 
measure of promise for still greater accomplishments in the 


future. 
CLINTON RoGEerRS WoopRUFF. 
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THE GAS WORKS OF BERLIN. 


II. 


HE period of more or less open competition between the 
municipal and private gas works of Berlin came to an end 

in 1881. Every advantage in the struggle remained with the 
city, although, of course, the result might have been different 
were it not for the narrow limits originally drawn by court 
decisions about the English company’s territory. Strangely 
enough the agreement finally brought about between these rivals 
was the result indirectly of a strong popular movement to cause 
the city to reduce the price of gas. Similar attempts had been 
made before, but the agitation beginning in 1877 was backed 
by a much larger number of citizens than its predecessors. 
Briefly what was demanded was gas at cost, and since the net 
profits of the gas works at that time were large and increasing it 
was taken for granted that gas at cost meant a very considerable 
reduction in the current price of 16 pfennigs per cubic meter. 
The Magistrat (administrative council) refused to accede to 
this demand. It pointed out that the cost of producing gas 
varied greatly, depending chiefly upon the price of coal, labor, 
and the sums received for coke and other by-products. Within 
a period of ten years the cost based on these items exclusive of 
all fixed charges had actually varied between 39 and 59 marks 
per 1000 cubic meters of gas (26.2 to 39.7 cents per 1000 cubic 
feet). Reference to the table following will show how greatly 
the profits of the business varied and these variations must be 
explained in each case as the collective result of the many favor- 
able and unfavorable influences affecting the business from year 
to year. To base the price upon cost would mean the disap- 
pearance of these profits, and probably during bad years the 
occurrence of a deficit. The resulting loss in the city’s budget 
could be made up only by a 163% per cent. increase of the munici- 
pal income tax. As this tax was assessed against very small 
as well as large incomes, an increase in it would fall upon the 
small as well as upon the large consumers of gas. The latter 
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would probably find the decrease in their gas bills much greater 
than the increase in their taxes. Indeed many large gas con- 
sumers, as for instance the Royal Theatre, could not be assessed 
under the municipal income tax law, although they would be 
greatly benefited by a reduction in the price of gas. Conse- 
quently the small consumers would have to pay more in the form 
of taxes than they would save on their gas. For these reasons 
the administrative council refused to give way to the demand 
for a reduction of price. 

Many of the petitions presented at this time suggested the 
alternative idea of a special tax on the gas production of the 
English company. As long as the city maintained a price 
guaranteeing a considerable profit, the latter was, of course, in a 
position to charge an equal price, the profits resulting from 
which went to its stockholders. Naturally the managers of the 
private plant desired to maintain the status quo. Between the 
fear of a special tax on the one hand, and the fear of a large 
eventual reduction in the price of gas by the municipal works on 
the other, they decided to offer terms to the city somewhat 
similar to those upon which Berlin’s street railway franchises 
had been granted. 

Negotations were opened with this end in view, the result 
being an “Agreement between the Magistrate and the Imperial 
Continental Gas Association of May 30, 1881.2 By the terms 
of this instrument the private company agreed to pay the city a 
rent fixed at 400,000 marks ($95,200.00) annually for the first 
three years, to increase thereafter in proportion to the increase 
in the amount of gas delivered by the company to its private 
consumers.” If the city failed to maintain the existing price of 
gas (16 pfennigs per cubic meter), or if it imposed a tax upon 

* This will be found in full in the Bericht iiber die Gemeinde-V erwaltung 
der Stadt Berlin in den Jahren 1877 bis 1881, Erster Theil, p. 266. 

*This sum of 400,000 marks was based upon the private company’s sale of 
gas to private consumers inthe year 1880 of 815,981 thousand cubic feet, or at 
the rate of .49 marks (11%4 cents) per 1,000 cubic feet. For the last year of 
each three-year period the English company was to render a sworn statement 
of gas sold to private consumers, and the rent to be paid the city was to 
increase or decrease in the proportion this figure bore to the 815,981 thousand 


cubic feet sold in 1881. Column 10 of the table, p. 25, gives the actual annual 
rentals so far as they are separately reported. 
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gas production or consumption, the annual payment to it was 
to cease; otherwise the agreement was to hold for twelve years. 
On the other hand, the private company secured some more or less 
valuable concessions. It was to be allowed to lay connecting 
mains through certain streets which had been closed to it since 
1847, but these new pipes were not to be used to supply gas to 
consumers along the streets thus opened to it. Also the private 
company reserved the right of changing its own rates at will, 
while at the same time it sought to bind the city plant to exist- 
ing rates. There were numerous objections to this last condi- 
tion, which, however, will hardly bear examination. For if 
the private company had used the liberty thus secured to increase 
the price of its gas, it would have driven consumers to the city 
plant and run the risk of losing profits. On the other hand, if it 
had reduced prices, it might have secured a larger number of 
new customers, but in consequence would have had to pay the 
city a larger rent, while the consumers in its territory would have 
had the benefit of lower prices. In spite of the provision which 
permitted the English company to fix its rates at will, it is, there- 
fore, pretty evident that what the public and private gas works 
had really done was to conclude an agreement to maintain prices 
and to secure each other against the possibility of mutual attack. 

With this agreement between the city and the Imperial Conti- 
nental Gas Association, the period of open competition in Ber- 
lin’s gas history came to an end. The earlier years of the 
succeeding period witnessed the development of electricity as a 
possible rival in the lighting field. Obviously a city with forty 
millions of marks invested in a gas enterprise must feel that it 
has a tremendous interest at stake under such conditions. Berlin 
therefore put its technical officials to work upon the subject, and 
experiments comparing the lighting power and cost of gas and 
electricity were made by them on a considerable scale. By 
1883 the city had learned enough to be sure of its position, and 
experience has abundantly confirmed the wisdom of the deci- 
sion it then made. Municipal enterprises would perhaps seem 
the most obvious course under the circumstances, if for no other 
reason than to protect the gas investment. It was recognized, 
however, that electric lighting was still in the experimental stage, 
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and that for the city to commit itself definitely to the policy of 
municipal monopoly would involve a risk of many millions of 
marks. Private enterprise carefully guarded by municipal con- 
trol would place this risk upon private capital, while at the same 
time it would give the city the advantage of the new lighting 
facilities. Accordingly a contract was entered into with the 
German Edison Company permitting the latter to construct 
plants and run electric cables through a certain small central 
district in the city. The company secured no exclusive right to 
this district by the franchise, so that the city might have com- 
peted with it or permitted other private companies to compete 
with it in this territory at any time. Prices, illuminating power, 
and all other details were carefully defined, and heavy penalties 
provided for violations of the agreement by the company, 
amounting in some cases to the right to take over the property at 
its tax valuation. Without any such violations the city might 
also take over the property at any time upon payment of its tax 
valuation plus a percentage of the same which was to decline 
from year to year and disappear after thirty-one years of private 
operation.’ Finally the city was to receive a yearly payment 
from the Edison Company of 10 per cent. of its gross receipts. 
In case the company’s net profit exceeded 6 per cent. of the capi- 
tal, the city was also to get 25 per cent. of the amount of profits 
above 6 per cent. Owing to corporation laws which make stock 
watering impossible, the last condition is not the joke in Ger- 
many it might be elsewhere. 

In 1888 Mayor Forckenbeck expressed the opinion that no 
city on the continent had a more favorable electric lighting con- 
tract than Berlin. Under it electric lighting had been developed 
rapidly and satisfactorily, the city had received its 10 per cent. 
annually, the company had invested 4,500,000 marks ($1,071,- 
000.00) but had not yet been able to pay out a pfennig in divi- 
dends. Nevertheless the company was anxious for a wider 


*If the city had decided to take over the plant after fifteen years of private 
operation it would have had to pay the tax valuation plus 50 per cent. For 
each year less than fifteen 3% per cent. would have been added to, and for 
each year over fifteen, subtracted from, the 50 per cent. Cf. § 24, Vertrag 
der Edison-Gesellschaft mit d. Stadt Berlin, given in Schillings Journal f. 
Gasbeleuchtung, 26. Jahrgang (1883), p. 853. 
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territory, rightly judging that the progress of improvement in 
electric lighting would soon make the enterprise more profitable. 
Supplementary contracts were made in 1888 and 1898 whereby 
the company was enabled to extend its wires practically through- 
out the whole city. In the latter year the city also practically 
renounced its right to take over the electric light works until 1915 
in order that the company might be encouraged to make larger 
investments of capital. The city exacted many concessions in 
return, securing in addition to its Io per cent. of the gross earnings 
an increase in its proportion of the net profits such that, if the lat- 
ter exceed 4 per cent., the city is to receive 35 per cent. of the 
excess, and if they exceed 6 per cent., it is to receive 50 per cent. 
up to a total of 20,000,000 marks. From 1887-1888 to 1go1I- 
1902, inclusive, 10,040,573 marks ($2,389,656.37) had been paid 
into the municipal treasury by the electric lighting company, the 
contribution for the last year of the period eee to 1,697,- 

642 marks ($404,038.80) .? 

It will now be necessary to consider the effect of electric light 
competition upon Berlin’s gas business. Between 1880-1881 
and 1886-1887 the total gas production of the city works 
increased 23.0 per cent., population increasing 20.9 per cent. in 
the same period. The English company did rather better, 
increasing the amount of gas sold to its private consumers by 
28.2 per cent. in the same six years. Petroleum prices fell con- 
siderably during this period, and petroleum lamps were greatly 
improved, but, in spite of the great increase in the consumption 
of this illuminant, gas, as we have just seen, more than kept 
pace with the growth of the city’s population. 

In 1886-1887, electric lights first became a factor of notice- 
able importance. Reduced to a common basis of illuminating 
power, they furnished in that year light to the value of 4.1 per 
cent. of the light supplied by the product of the city gas works. 
This ratio grew rapidly until in 1891-1892 it amounted to 21.6 
per cent.* Nevertheless the output of the city gas plant increased 

*These agreements are well worth careful study. They will be found in 
whole or in part in Schillings Journal f. Gasbeleuchtung, Jahrgang 26, (1883) 
P. 854; Jg. 30, (1887) p. 511; Jg. 41, (1808) p. 360, 773. 


* See Column 11, Table, p. 25. 
*See Column 8, Table, p 25. 
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on the average much faster during these first five years of elec- 
tric competition than in the preceding six years, when there was 
nothing of the sort. The period was one of great business activ- 
ity, and the demand for light grew so rapidly that the facilities 
for supplying both gas and electricity could hardly keep pace 
with it. 

In 1892-1893 reaction came, followed by business depression, 
which continued for four years. For the first time since 1850, 
the gas production of the city plant fell below the figure of a 
preceding year, being 3,620,122 thousand cubic feet in 1892- 
1893 as against 3,651,054 thousand cubic feet in 1891-1892. 
(Column 4, Table, p. 25.) Meanwhile in spite of hard times 
electric lighting was coming into use very rapidly throughout 
the city, the ratio of illumination thus supplied to that supplied 
by city gas increasing from 21.6 per cent. in 1891-1892 to 29.9 
per cent. in 1894-1895. The English company suffered worse 
during these years than the municipal plant, electricity naturally 
making much greater inroads upon its centrally located territory. 
(Column 7, Table, p. 25.) 

After the first shock of the crisis was over, the production and 
consumption of municipal gas remained practically at a standstill 
until times began to mend. All the more striking, therefore, 
are the figures showing the net profits of the city plant during 
these years. (Column 9, Table, p. 25.) In 1889-1890 the most 
successful results in the history of the municipal gas works up to 
that date were obtained, and the city treasury netted 6,330,745 
marks ($1,506,717.31). Neither of the two following years 
were so fortunate, although well up to the average of the pre- 
ceding four or five years. Then came the full force of the busi- 
ness depression, supplemented by keen electric competition, and 
profits fell rapidly until in 1894-1895 they reached the lowest 
point of 3,335,676 marks ($793,890.89), a drop of 47 per cent. 
in five years. Recovery was even more rapid than the decline, 
but it was not until 1900-1901 that net profits as large as those of 
1889-1890 were again obtained. 

The great prosperity which the municipal gas works enjoyed 
during the latter part of this decade was due primarily to the 
reduction of price and growing use of gas for fuel. Already in 
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1887-1888 a rebate of 20 per cent. had been granted on gas 
consumed for other than lighting purposes (gas-engines, cooking, 
heating), making the price 16 minus 3.2, or 12.8 pfennigs, per 
cubic meter (86% cents per 1,000 cubic feet). However, very 
few people took advantage of this rate until early in the nineties, 
when improvements in gas stoves drew attention to the subject. 
In 1894-1895 the city offered free piping to those who wanted 
to use gas as fuel, and a year later the price was reduced to 10 
pfennigs per cubic meter’ (671% cents per 1,000 cubic feet). 
Officials of the municipal plant whose duties brought them into 
contact with consumers made every effort to familiarize the 
latter with the advantages of gas asa fuel. Their efforts were 
rewarded by an increase in the consumption of gas for other 
than lighting purposes of from 241,825 thousand cubic feet in 
1891-1892 to 1,626,627 thousand cubic feet in 1900-1901, or 
572 per cent. 

For lighting, the rate remained fixed at 16 pfennigs per cubic 
meter while these changes were being made in the price of fuel 
gas. In 1891-1892, 2,690,307 thousand cubic feet were con- 
sumed at the 16 pfennig rate. Nine years later, 3,062,157 
thousand cubic feet were used for lighting, an increase of only 
13.8 per cent., or considerably less than the increase of population 
for the same time (17.1 per cent.). The extension of electric 
lighting explains these figures in large part, but another factor 
of considerable importance was the introduction, during this 
period, of improved gas burners. All these improved burners 
produced much higher illuminating power per unit of gas con- 
sumed than the old tip burners, and thus contributed greatly to 
economy in the use of gas. At first the officials of the city gas 
works considered them responsible for the decreased rate of 
increase in the consumption of gas for lighting purposes. Some- 
what later they were recognized as valuable allies in so far as 
they were preferred by consumers to electricity in many cases, and 

*These price reductions necessitated the negotiation of supplementary 
agreements with the English company, which, however, was willing to make 
concessions regarding the price of gas for fuel provided that its payments 
to the city for gas which it sold at the cheaper rate should be only one half 


as much per cubic meter as the payments made for the higher priced gas. _ 
Cf. p. 26. 
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even led to renewed use of gas where electric lights had been 
installed. 

Aided by the growing use of fuel gas, and to a less extent 
by the improvement in gas burners, the city works began in 1898- 
1899 to earn as large profits as had been customary ten years 
earlier. This demonstrated that there was a great and expand- 
ing future for the gas business in spite of the electric light. 
Indeed it was largely the stress of competition with the latter 
which had brought out the latent possibilities of gas. As in the 
past, this prosperous condition of affairs led to a popular demand 
for a reduction in price of from 2 to 4 pfennigs per cubic meter 
(13% to 27 cents per thousand cubic feet). A few extremists 
insisted that the fuel gas rate of 10 pfennigs per cubic meter 
(67% cents per 1,000 cubic feet) should be applied to all gas 
sold. At the cost of production then, it was calculated that 
this would leave the city plant at best a very narrow margin of 
profit! There was pretty general agreement, however, that a 
uniform rate would be better than the prevailing double system 
which necessitated the use of two meters where gas was used both 
for lighting and other purposes. In 1900, the representative 
city council (Stadtverordnetenversammlung) passed an ordi- 
nance in favor of 12 pfennig gas by Io1 to 3 votes. The 
administrative council (Magistrat) held the matter up for sev- 
eral weeks, fearing that the price of coal, which was increasing at 
the time, would make the change hazardous. An agreement 
between Magistrat and council was finally reached by the estab- 
lishment of a uniform price of 13 pfennigs with a 5 per cent. 
rebate, which would make the net price 12.35 pfennigs per cubic 
meter, or 8314 cents per 1,000 cubic feet. Two new plants were 


* This calculation included all costs for all gas produced by the city plant 
including the amount (383,705 thousand cubic feet, or 7 per cent. of the total 
production in 1900-1901) used for public lighting and delivered free by the 
works to the city. On this basis it was figured that each reduction of the 
price by one pfennig per cubic meter (6% cents per 1,000 cubic feet) 
would cost the city 800,000 marks ($190,400.00) in profits annually, except in 
so far as increased demand entered to compensate the effect of lower prices. 
Leaving out of account the cost of producing the gas delivered free of charge 
for public lighting, the actual cost of production at this time was said to be 
8 pfennigs per cubic meter (nearly 54 cents per 1,000 cubic feet. Schillings 
Journal f. Gasbeleuchtung, p. 84, 43. Jahrgang (1900). 
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in course of construction at the time this action was taken, so 
that altogether it affords a remarkable evidence of the confidence 
of the city government in the future of the gas works. 

While the question of a reduction in the rate was still pending 
before the council, there was some criticism of the uniform price 
plan on the ground that the city had encouraged the use of gas 
as fuel by establishing the very low rate of 10 pfennigs, and that 
to increase this rate without at least three or four years’ warn- 
ing would be a breach of trust. It was shown, however, that 
but 514 per cent. of the gas privately consumed was used by 
persons paying the low rate of 10 pfennigs only, while 94% per 
cent. was used by those who paid both 10 and 16 pfennigs, or 
only 16 pfennigs, per cubic meter. The interests of the smaller 
number were obliged to give way to the interests of the much 
larger number of consumers at the higher price, particularly since 
the latter would probably save more by the reduction from 16 
to 12.35 pfennigs than the former would lose by the increase 
from 10 pfennigs to that figure. 

One very serious question raised by the reduction of price 
was the possible action of the English company. Released from 
the agreements of 1881, 1887, and 1895 (pp. 26, 31), it was free 
to precipitate a gas war, which in connection with the continued 
extension of electric lighting, might have had very serious con- 
sequences. Fortunately, however, the city had a decided advan- 
tage at this time in the fact that the private company’s rights 
in the old Schoneberg territory were to expire in 1904. Instead 
of a rate war, therefore, a new agreement was entered into, fol- 
lowing in its main outlines the agreement of 1881.1. The Eng- 
lish company accepted the reduction in price, bound itself to 
continue its payments to the city treasury, although at a lower 
rate than before,? and to supply gas for the public lighting free 
of charge in the Sch6neberg district. In return it was continued 


* Verwaltungs-Bericht d. Magistrats zu Berlin f. d. Etatsjahr 1900, No. 42, 
p. 23. 

*The amount was fixed at 477,541 marks ($113,654.75) annually for the 
first three years, and was based upon the sale of gas for private use by the 
English company of 1,443,233 thousand cubic feet in 1899-1900. After the 
first three years the amount was to be readjusted in the same manner as was 
provided in the agreement of 1881. 
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in its exclusive right to supply gas for private use in that part 
of the city for twenty-one years. Two new features of consider- 
able interest were introduced into the agreement of Igor. 
According to the first of these ($7), the contracting parties 
practically bound themselves not to attempt to attract customers 
from one another in the future. Thus a frequent cause of 
friction between them was removed, and at the same time the 
scope of competition was restricted to a minimum. The other 
new provision ($10) permitted both parties to use automatic 
(coin) meters, and to sell gas in this way not cheaper than Io 
pfennigs per 675 liters ($1.00 per 1,000 cubic feet). In this 
connection it is interesting to note that it was the private company 
which first installed such meters in Berlin. So slow were the 
municipal authorities in following suit that they were sharply 
criticized in the leading technical journal of Germany for their 
inactivity in this particular.’ 

The uniform rate of 12.35 pfennigs per cubic meter went into 
effect on April 1, 1901, the beginning of the fiscal year rgo1- 
1902. No extraordinary increase in the demand for gas accom- 
panied it. Indeed, in 1903-1904, after three years of the 
uniform rate, the amount of gas privately consumed (excluding 
that sold through automatic meters) exceeded the amount of 
1900-1901 by only 23 per cent., as against an increase of 28 per 
cent. similarly computed for the last three years of the double 
system. Population was increasing at a much slower rate 
between 1901 and 1904 than between 1897 and 1900, but busi- 
ness conditions were fairly comparable during the two periods. 
Officials of the municipal plant explained the non-appearance of 
an accelerated rate of increase by pointing out that, as the fuel 
gas rate was raised from 10 to 12.35 pfennigs at the same 
time that the lighting rate was reduced from 16 to 12.35 pfen- 
nigs, customers doubtless endeavored to adapt themselves to the 
change by economizing on gas as fuel while they used it only 
slightly more extensively for lighting. 

Oddly enough, the only rapid development of demand which 
followed the new policy of 1901, arose for gas sold at an 
increased price through the automatic (slot) meters. In order 


* Schillings Journal f. Gasbeleuchtung, p. 41, 43. Jahrgang (1900). 
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to make the introduction of the latter as easy as possible for small 
consumers, the city installed them and furnished certain attach- 
ments free of charge. To cover interest on the investment thus 
represented the higher price of 10 pfennigs per 600 liters ($1.12 
per 1,000 cubic feet) was fixed. Nevertheless, so attractive did 
this offer seem, that inside of a year the manufacturers who 
supplied the automatic meters to the city found themselves unable 
to keep up with their orders. Between March 31, 1902, and 
March 31, 1904, the number of slot meters in use increased from 
2,405 to 16,939, and the quantity of gas supplied through them 
increased from 9,902 thousand cubic feet in the year ending on 
the former date, to 216,362 thousand cubic feet in the year end- 
ing on the latter date. Much of this gain was made in the central 
part of the city, where many dwellings of the poorer sort had 
hitherto been without gas. After 1901, also, a much larger per- 
centage than formerly of cheap new dwellings were supplied 
with gas from the start under the slot meter arrangement. 

Upon the profits of the works the new policy produced an effect 
about in accordance with what was anticipated. For the last 
three years of the double system with its higher price for illumi- 
nating, and lower price for fuel gas, the average annual profits 
were 5,775,493 marks ($1,374,567.33). The average annual 
profits for the three years 1901-1902 to 1903-1904 inclusive, for 
which alone complete figures are as yet available, were 3,193,788 
marks' ($760,121.54), that is 2,581,705 marks ($614,445.79), 
less than the average for the preceding three years. These 
results are qualified, of course, by various factors influencing 
the gas business, as e. g., the cost of coal and the prices obtained 


*In calculating these averages one million marks was subtracted from the 
net profits of 1903-1904 as given in column 9 of the table, p. 25. Beginning 
with that year the city council ordered that this sum be deducted from the 
depreciation fund as calculated on the percentual bases formerly employed, 
thus increasing nominally at least the profits of the year by that figure. 
Experience alone will show whether this method of increasing current profits 
will not have to be made up by bond issues to secure funds for restorations 
that would otherwise be neglected, although, of course, to the extent to which 
the percentual bases were too high this will not be necessary. In any event 
the additional profit of one million marks thus credited to 1903-1904 must be 
eliminated in comparing present with former profits. Cf. Verwaltungsbericht 
d. Magistrats zu Berlin f. d. Etatsjahr 1903, No. 42, p. I. 
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for coke, tar and other by-products. Such changes, however, 
were of comparatively small extent during the period covered, 
and, moreover, tended to cancel each other as regards the more 
important items. Consequently it may be said that the net result 
to the city treasury in consequence of the price changes made in 
1901, was a loss in profits of from two to two and a half million 
marks annually. It may be said that consumers of gas in Berlin 
are gainers to this or an even larger amount, inasmuch as a price 
reduction was made by the private as well as by the public gas 
works. On the other hand, it should be remembered that the 
loss of so considerable a sum from the municipal budget meant 
heavier tax pressure in other directions. That this is no mere 
academic abstraction is shown by the lively discussion now going 
on in the German capital regarding new tax sources.’ Prof. 
Adolf Wagner, among others, has not hesitated to express his 
doubt of the wisdom of the fiscal policy involved in the reduc- 
tion of gas prices. 

In concluding this sketch of the municipal gas works of Ber- 
lin, a brief résumé of conditions in 1903-1904, the last year for 
which complete figures are obtainable, may prove helpful. At the 
end of that year the inventoried value of the plant, depreciation 
being allowed for, was estimated at 85,231,367 marks ($20,285,- 
065.35), or somewhat more than twice the estimated value in 
1881. (Cf. p. 372, Vol. XIV.) The debt amounted to 48,518,- 
550 marks ($11,547,414.90), or very nearly three times the debt 
of 1881. Subtracting the latter figure from the former, the value 
of the city’s gas property above all incumbrance is found to be 
36,712,816 marks ($8,737,650.45), or slightly less than half as 
much more than it was in 1881. To state these various ratios 
more exactly, in twenty-three years the total value of the prop- 
erty had increased 107.8 per cent., the debt 198.0 per cent., and 
the clear holdings of the city in the works 48.5 per cent. It has 
been noted that prior to 1868, when net profits were put back 
into the works, the ratio of debt to total value was decreased, 
whereas since 1868, when the policy of turning net profits into 
the city treasury was begun, the reverse has occurred. In 1881 


' Cf. article by present writer on Berlin’s Tax Problem in the Political Science 
Quarterly, vol. xx, No. 4 (Dec., 1905). 
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the debt represented 39.7 per cent. of the value of the works; in 
1904, 56.9 per cent. No materials are available to determine 
how far within the limits of probable selling price the estimate 
of the present value of the works has been placed. Capitaliza- 
tion at current rates of interest in Germany even of the lower net 
profits since 1901 of 3,200,000 marks annually would, however, 
represent a sum very much in excess of the value as stated above 
of the city’s clear holdings. 

The following condensed table showing the principal items of 
expenditure and income in 1903-1904 will throw some light upon 
the operations of the Berlin municipal gas works under what 
were considered ordinarily favorable circumstances. For the 
benefit of those who may desire to reduce these figures to com- 
parative bases it may be stated here that during the year under 
consideration 595,281 tons (metric) of coal were consumed at an 
average price of 21.11 marks ($5.02%) per ton to produce 
6,709,245 thousand cubic feet of gas. 


BERLIN MunicipAL GAs WorKS—EXPENDITURES AND INCOME, 1903--1g904.! 


Expenditures. Marks. Income. Marks. 

12,571,333.35 Sale of gas 21,411,259.87 

1,580,672.80 Meter rents 219,997.16 

Cost of Direction, offi- Magazine and work shop — 252,224.02 
cials’ salaries, clerical By-products— 

1,376,902.16 6,105,120.50 

Pensions, retiring funds, 731,680.08 

charitable funds 184,078.52 Other by-products.... 230,291.84 

Expenses of operation 

and maintenance 2,846, 186.19 Total income 29,772,673.71 


465,391.30 
Sinking fund 1,284, 364.00 
Depreciation? 1,016,875.18 
Interest 1,789, 304.64 


Total expenditures... 24,899,048.40 24,899,648.40 
Net profits 4,873,025.31 


The net profits noted above represent 13.2 per cent. of the 
value of the city’s holdings in the gas works, above all incum- 


' Verwaltungsbericht des Magistrats zu Berlin f. d. Etatsjahr, 1903, No. 42, 
p. 18. 

* This figure is 1,000,000 marks less, and the profits accordingly 1,000,000 
marks greater than if depreciation had been calculated as it was prior to 1903- 
1904. See foot-note, p. 35. 
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brance. But the contributions of the enterprise to the city are 
not exhausted merely by a statement of the profits in money. 
Besides these the city received 465,450 marks as interest on 
profits reinvested in the works prior to 1868. Also it was 
supplied free of charge with 454,213 thousand cubic feet of gas 
for public lighting, which at 10 pfennigs per cubic meter (2.35 
pfennigs less than the rate to private consumers) represented a 
value of 1,286,357.10 marks. Further the works were at an 
expense, for which they were not reimbursed, of 578,965.70 
marks for operating and maintaining the public gas lights 
throughout the city. Finally the inventoried value of the gas 
plant, deducting debts, increased 1,390,634.48 marks during the 
year. Adding together all these items of profits, interest, service 
and property, the municipal gas works may be said to have made 
a total contribution to the municipality in 1903-1904 of 
8,594,432.59 marks ($2,045,474.95). 

It is no part of the purpose of this sketch of Berlin’s gas his- 
tory to deduce arguments for or against municipal ownership 
in general. Certain features of the city’s fifty-seven years of 
experience are, however, of pretty broad significance. Thus the 
difference between a policy of using profits to pay off debt and 
one of using them as a cash contribution to the general treasury 
is strikingly manifest. That reductions of price may so increase 
demand as to make the question of providing new facilities a 
very serious part of the problem of municipalization was demon- 
strated on more than one occasion. It is true that this difficulty 
did not emerge prominently after the price change of Igor, but 
the dual character of the change then made (i.e. the fact that 
it involved both an increase and a decrease of rates) sufficiently 
marks the case as a special and exceptional one to which the 
German proverb “Aufgeschoben, nicht aufgehoben” surely 
applies. Monopoly profits are currently assumed to have greater 
fixity than competitive profits, but the fluctuations of the net 
returns of the Berlin works are seen to have been surprisingly 
great even when the factor of a change of gas prices was elimi- 
nated. ‘Gas at cost,” therefore, must not be taken too literally. 
If the price be fixed at cost during an unprofitable period, profits 
may soon reappear; if, as is more probable, the adjustment to 
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costs take place during a profitable period, a series of deficits 
will probably soon result. The constant agitations for price 
reductions with which the Berlin government has had to contend 
are another feature of the case worthy of careful appraisal. 
Fortunately for Prussian cities the prestige and technical stand- 
ing of their administrative councils (Magistrate) provides them 
with a strong bulwark against such movements. The brilliant 
handling of the situation brought about by the development of 
the electric light certainly reveals possibilities in municipal con- 
trol that must be carefully weighed in comparison with munici- 
pal ownership. Finally, one may say that Berlin’s case is not 
municipal gas pure ard simple, but municipal gas strengthened at 
first by competition and later by combination with private gas 
enterprise. With ail due allowances, however, it must be con- 
ceded that the German capital has attained results in this field 
fully on a par with her successes in sewage disposal and water 
supply. 
RosBert C. Brooks. 
Swarthmore College. 
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THE FREEDMEN’S SAVINGS BANK. 


ORGANIZATION OF THE FREEDMEN’S BANK SYSTEM. 


HE Freedmen’s Savings Bank was one of the few sensible 
attempts made at the close of the Civil War to assist the 
recently emancipated negro; it was one of the most promising 
schemes ever planned to elevate a helpless people, and its failure 
caused serious injury to the black race, the effects of which are 
still felt. 

The Freedmen’s Savings and Trust Company, commonly 
known as the Freedmen’s Savings Bank or the Freedmen’s Bank, 
was an outcome of the efforts of the Northern friends of the 
negro to find some means of elevating the blacks by fostering 
habits of thrift and economy, by encouraging them to save their 
earnings, and thus secure a safe, economic position in society. 
Before the close of the war several experiments in the way of 
savings banks had been made among the negro soldiers for the 
purpose of preventing them from squandering their pay and 
bounty money, as it is the nature of the race to do. The first 
military savings bank was established in 1864 by General N. P. 
Banks in New Orleans, for the benefit of the negro soldiers under 
his command, and for the negroes generally.1_ In the same year 
similar banks were established at Norfolk, Virginia, by General 
B. F. Butler, and at Beaufort, South Carolina, by General Rufus 
Saxton. The negro soldiers welcomed this provision for their 
welfare, and many of them placed their pay and bounties in these 
banks, to remain until the close of the war. It is not known 
exactly how large the deposits were, but the Beaufort Bank had 
about $200,000 on hand when the war ended. Large sums were 
left uncalled for when the negro troops were mustered out of 
service or transferred to other posts, and the military banks 
were unable to wind up business at once.” 

' Phelps, Louisiana, p. 330. 
* Douglas Report, Ho. Rept., No. 502, 44th Cong., rst Sess. (1876). 


Bruce Report, Senate Rept., No. 440, 46th Cong., 2d Sess. (1880). 
Douglass, Life and Times, p. 487. 
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Two distinct efforts were being made early in 1865 to organize 
savings banks for the benefit of the negroes: (1) an attempt 
by Anson M. Sperry, an army paymaster, and others, to found 
an institution which would absorb and continue the military 
savings banks; (2) the effort of John W. Alvord, which resulted 
finally in the incorporation by Congress of the Freedmen’s Sav- 
ings and Trust Company. Alvord was a Congregational 
preacher from New York, an attaché of Sherman’s army, who 
had gone to Savannah in 1864 and had there observed the con- 
dition of the blacks. Upon his return to the North he worked 
out a plan for a negro savings bank, and on January 27, 1865, a 
meeting of business men and philanthropists was held at the 
National Exchange Bank in New York City to listen to his 
explanation of the plan. At this meeting measures were adopted 
to organize the bank, and have it incorporated by Congress. 
At the request of Alvord and others interested, Senator Wilson 
of Massachusetts introduced in the Senate on February 13, 1865, 
a bill to incorporate the Freedmen’s Savings and Trust Company. 
The bill was referred to the Committee on Slavery and Freed- 
men, of which Charles Sumner was chairman. The latter 
reported back the bill with some minor changes on February 
18, and on March 2d moved its consideration.2 He stated that 
it conferred no extraordinary privileges, that it was an ordinary 
savings bank charter, and that its “object is a simple charity.” 
Buckalew of Pennsylvania, one of the committee that considered 
and reported the bill, said that the only question was whether 
“we ought to establish such an institution outside of the District 
of Columbia,” and Powell of Kentucky objected that the bill 
gave “a roving kind of a commission for these persons to establish 
a savings bank in any part of the United States. I think the bill 

' Bruce, Report, p. 246. 

Report of J. J. Knox, Comptroller Currency, Feb. 21, 1873, in Sen. Misc. 
Doc. No. 88, 43d Cong., 2d Sess. 

Those present at the meeting were: Peter Cooper, W. C. Bryant, Hiram Bar- 
ney, Charles Collins, Thomas Denny, Walter S. Griffith, William Allen, Abra- 
ham Baldwin, R. S. Barnes, S. B. Caldwell, R. R. Graves, A. S. Hatch, Walter 
S. Hatch, E. A. Lambert, W. S. Lambert, Roe Lockwood, R. H. Manning, R. 
W. Ropes, H. H. Wallace, George Whipple, and Albert Woodruff. 


*Cong. Globe, 38th Cong., 2d Sess., pp. 776, 885, 1311. 
Sen. Misc. Doc., No. 88, 43d Cong., 2d Sess. 
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ie. is wholly unconstitutional. I do not believe that Congress has 
Bi any right to establish a savings bank outside of the District of 
| Oe Columbia.” An amendment was then adopted limiting the loca- 
} tion of the bank to the District of Columbia, and the bill passed 
the Senate. The next day, March 3d, one day before the end 
of the session, Eliot of Massachusetts introduced in the House a 
bill which was supposed to be the one passed by the Senate. 
But on examination it was found that the Senate amendment had 
not been inserted in the bill. So the House added an amendment 
to the bill slightly different from the Senate amendment,’ though 
believed by Eliot to be identical. 

Objection was made that the District of Columbia was not 
represented on the board of trustees, and Eliot met this objection 
by inserting the name of Chief Justice Salmon P. Chase. Thus 
amended, the bill passed the House. Since the bills as passed by 
the Senate and the House were not identical, a conference com- 
mittee would under ordinary circumstances be necessary to har- 
monize them, but it seemed that no one noticed the slight differ- 
ences. The next heard of the bill is when it was signed by the 
President on the same day, March 3d. The bill which was pre- 
PV at sented to the President for his approval was neither the bill 

bie passed by the Senate nor the one passed by the House, but the 

: iy original bill introduced into the Senate with the words “in the 
} City of Washington, in the District of Columbia” inserted by 
some one in the body of the bill. The name of Salmon P. Chase 
i) was omitted. This was the bill that was published as law. In 
| the hurry and confusion incident upon the close of the session 

yi the substitution was not noticed. This substitution of bills has 
iat never been accounted for; it may have been a mistake, or it 
i may have been intentional. The only important difference was 
that the name of Chase was omitted.” 


, ' The Senate amendment was: ‘‘in the District of Columbia”, and the House 
j amendment was: *‘in Washington City, District of Columbia.” 


? See Globe, 38th Cong., 2d Sess., pp. 1371, 1391, 1403. 

Banker's Magazine, June, 1875. 

,f The Nation, April 15, 1875. 

\\ In most of the copies of the law as published at the time the amendment limit- 


ing the bank to Washington City is omitted, and both the Nation and the Bank- 
; er’s Magazine assert that both amendments slipped out of the enrolled bill. 
But in the pamphlet laws as published in the Globe, 38th Cong., 2d Sess., 
Appendix, p. 143, only the name of Chase is omitted. 
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The first section of the act named fifty prominent gentlemen 
as incorporators and trustees,’ with power to fill vacancies by 
election, at least ten votes being necessary to the election of a 
trustee. A successor might be elected to any trustee who neg- 
lected for six months to attend the meetings of the board. These 
meetings were to be held at least once a month. The trustees 
were to elect from their number a president and two vice presi- 
dents; and nine trustees, one of whom must be the president or 
a vice president, constituted a quorum. At least seven affirma- 
tive votes were acquired to authorize any investment, sale, or 
transfer of securities. The object of the corporation, as stated 
in the law, was to receive deposits from negroes and invest at 
least two-thirds of them in securities of the United States, one- 
third being held on deposit or otherwise as an “available fund” 
for current expenses. Not more than seven per cent. interest was 
to be allowed on deposits. The interest on deposits uncalled for 
within two years after the death of a depositor would be applied 
to the education of negroes, and the principal was to be so applied 
if not claimed within seven years. No one connected with the 
bank as trustee or official was to be allowed, directly or indirectly, 
to borrow the funds of the bank. None of the trustees, except 
the president and the vice presidents, was to receive any com- 
pensation whatever. ‘The officials were to receive such salaries 
and give such bonds as might be fixed by the trustees. The 
books of the bank were at all times to be open to the inspection 
of the agents of Congress. 

Such were the main provisions of the law as published. ‘The 
act would seem to confine the business of the bank to the District 


' These were :Peter Cooper, William C. Bryant, A. A. Low, S. B. Chittenden, 
Charles H. Marshall, William A. Booth, Gerritt Smith, William A. Hall, William 
Allen, John Jay, Abraham Baldwin, A. S. Barnes, Hiram Barney, Seth B. Hunt, 
Samuel Holmes, Charles Collins, R. R. Graves, Walter S. Griffith, A. H. Wallis, 
D. S. Gregory, J. W. Alvord, George Whipple, A. S. Hatch, Walter T. Hatch, 
E. A. Lambert, W. G. Lambert, Roe Lockwood, R. H. Manning, R. W. Ropes, 
Albert Woodruff, and Thomas Denny, of New York: John M. Forbes, William 
Claflin, S. G. Howe, George L. Stearns, Edward Atkinson, A. A. Lawrence, 
and John M. S. Williams, of Massachusetts ; Edward Harris and Thomas Davis, 
of Rhode Island ; Stephen Colwell, J. Wheaton Smith, Francis E..Cope, Thomas 
Webster, B. S. Hunt, and Henry Samuel, of Pennsylvania ; Edward Harwood, 
Adam Poe, Levi Coffin, and J. M. Walden, of Ohio. 
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of Columbia, and so Congress certainly intended. On the other 
hand, it is certain that the incorporators meant from the begin- 
ning to establish headquarters in New York City with branches 
in the various Southern States. No personal liability of the 
trustees was provided for, probably because it was recognized 
that their time was given as to a charity, and because of the high 
character of most of them. Besides, the law was specific as to 
the disposition to be made of deposits—they must be invested 
in United States securities. As Congress could have the books 
inspected at will, no misuse of the funds seemed possible. 

Headquarters were established in New York on April 4, 1865. 
Wm. A. Booth of New York was elected president, and J. W. 
Alvord corresponding secretary. The salary of the president was 
only $1,000, since it was understood that his duties were to be 
purely nominal. Alvord was to travel through the Southern 
States organizing branch banks and soliciting deposits. His 
work as inspector of Freedmen’s Bureau Schools under General 
Howard would enable him to perform the more successfully his 
duties as bank missionary. Sperry and those who were endea- 
voring to perpetuate the military banks saw the superior advan- 
tages of Alvord’s scheme and now joined forces with him, 
Sperry becoming a soliciting agent for the Freedmen’s Savings 
Bank. 

There was nothing in the charter that would sanction the 
establishment of branch banks outside the District of Columbia, 
but it is certain that Alvord’s original plan involved the extension 
of the savings bank system into all negro districts, and the incor- 
porators, paid no attention to,—perhaps they were ignorant of,— 
the will of Congress as expressed in the debates and the amend- 
ments, but proceeded to extend the system. As already stated, 
the New York office was opened on April 4, 1865, and on May 
16th the first deposits were received. On June 8th the deposits 
amounted to $700.00. On June 3d Butler’s military savings 
bank at Norfolk, Virginia, was absorbed with its $7,956.38 of 
unclaimed deposits of soldiers. The military bank established 
by General Saxton at Beaufort, South Carolina, became a branch 
bank on December 14, 1865, and turned over to the New York 


' Douglas Report, pp. 30, 66. Bruce Report, p. 246. 
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bank $170,000 of soldiers’ deposits that were unclaimed. The 
New Orleans negro bank was not absorbed until January, 1866. 
A branch was established in Washington, D. C. on July 11, 1865, 
and then Alvord and Sperry went South to organize branches 
in each Southern State.’ Sperry secured permission from the 
War Department to accompany the colored troops of the army, 
and to be present at the pay tables to solicit deposits from the 
soldiers. He went with the army to the Mexican border and 
secured $120,000. Alvord’s connection with the Freedmen’s 
Bureau Educational Department was of decided advantage to him 
in his work for the bank. When he went South he carried with 
him the indorsement of General O. O. Howard, the Commis- 
sioner of the Bureau, and Howard’s recommendation, which 
Alvord represented as an order, that negro soldiers should deposit 
their bounty money in the Freedmen’s Bank. In many ways the 
Bureau was connected with the bank, and the connection was 
worked for all that it was worth. The negroes, as a rule, believed 
the bank to be a part of the bureau system. As inspector of 
Bureau Schools, Alvord traversed the South until 1870 in the 
interest of the bank. To meetings of negroes he explained its 
purpose and told of its advantages. He received numerous 
deposits from individuals and established branches in the larger 
towns. He, Sperry, and other agents scattered circulars broadcast 
among the negroes explaining the benefits of the bank, stating 
that Lincoln had favored the bank, and that General Howard con- 
sidered it essential to the welfare of the ex-slaves. The negroes 
were given to understand that the bank was absolutely safe, being 
under the guarantee of Congress, and having the funds invested 
in United States securities, which were safe as long as the govern- 
ment should last, and that it was a benevolent scheme solely for 
the benefit of the blacks. The profits, they were told, would 
be returned to the depositors as interest, or would be expended 
for negro education. 

George W. Balloch, later a trustee of the bank, then chief dis- 
bursing officer of the Freedmen’s Bureau, gave material aid to 

‘Ho, Misc. Doc. No. 16, 43d Cong., 2d Sess. p. gt. 


Sen. Misc. Doc. No. 88, 43d Cong., 2d Sess. pp. 2, 3. 
Bruce Report, p. 246. Douglas Report, p. 66. 
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the bank by allowing the offices of his agents throughout the 
South to be used rent-free by the branch banks; and often these 
agents acted as cashiers without charge. Nearly every bank 
official wore the uniform of the United States; the bureau 
offices and the branch banks were often in the same rooms; and 
the missionaries and agents of the bureau regularly solicited 
deposits. The plan of the bank was good enough, but the effect 
of its connection with the bureau was to make the depositors 
believe that they were dealing with the United States govern- 
ment, and there is no doubt that in order to increase the bank’s 
business and extend the system this belief was intentionally 
fostered.! 

Success attended the efforts of the bank missionaries, and 
before the close of 1865 ten branches, including the military 
banks, had been established in the South at Beaufort, S. C., 
Huntsville, Ala., Louisville, Ky., Memphis, Tenn., Nashville, 
Tenn., Norfolk, Va., Richmond, Va., Vicksburg, Miss., Wash- 
ington, D. C., and Wilmington, N. C. In 1866 ten more 
branches were organized, at Augusta, Ga., Baltimore, Md., 
Charleston, S. C., Jacksonville and Tallahassee, Fla., Mobile, 
Ala., Newberne, N. C., New York City, and Savannah, Ga. 
Owing to disturbing political influences among the negroes, no 
branch banks were organized in 1867, and in 1868 only three 
were established, at St. Louis, Mo., Raleigh, N. C., and Macon, 
Ga., and only one in 1869, at Chattanooga. By 1870 the 
negroes were getting out of politics to some extent, and in that 
year eight branches were founded, at Atlanta, Ga., Columbus, 
Miss., Lexington, Ky., Little Rock, Ark., Montgomery, Ala., 


'Bruce Report, pp. 180, 246, and appendix, p. 45. Douglas Report, pp. 
66, 67. 

Ho. Misc. Doc. No. 18, 49th Cong., rst Sess. and No. 34, 49th Cong., 2d Sess. 

Sen. Misc. Doc. No. 10, 47th Cong., 2d Sess. 

Report of Alvord, January 1, 1866, in Ho. Ex. Doc. No. 70, 39th Congress, 
tst Session. 

Cong. Record, April 22, 1876, Bradford’s Speech. 

Howard Investigation, pp. 51, 53, in Ho. Rept. No. 121, 41st Cong., 2d Sess 

Banker's Magazine, June, 1875. 

The Nation, April 15, 1875. 

Douglass, Life and Times, p. 487. 

Somers, Southern States since the War, p. 54. 
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Natchez, Miss., Philadelphia, Pa., and Shreveport, La. In 1871- 
1872 branches were organized at Columbia, Tenn., and Lynch- 
burg, Va., making thirty-four branches in all, thirty-two of them 
being in the South.’ 

Headquarters remained in New York until March, 1868, when 
the principal office was removed to Washington and Alvord 
became president. The home of the bank was in a fine building 
erected especially for it, opposite the United States treasury. 
This building was later purchased by the government and used 
by the Court of Claims. 


Il. THe Goop WorkK oF THE BANK. 


In theory the bank system seemed to be perfect. As an Ala- 
bama Democratic Congressman said, “‘it was the very contrivance 
that was needed by these people [the negroes] above all others.” 2 
From the principal office in New York or Washington the busi- 
ness of the whole system was controlled, and daily, weekly, and 
monthly reports were sent in by the branches. All deposits made 
at the branches, with the exception of small sums for current 
expenses, were sent to the central office to be invested in United 
States bonds. The cashiers and other officials were supposed 
to be men of the best character, chosen because of their interest 
in the welfare of the ex-slaves. Most of them were, at first, 
bureau or army officials, and several of them were ministers— 
missionaries sent down to help the blacks. Before the amend- 
ment of the charter in 1870, no loans could be made by the princi- 
pal bank or by the branches, for by the law of 1865 all deposits 
must be invested in United States securities. After 1870, when 
Congress allowed loans on real estate, the branch banks in some 
cities were permitted larger privileges; but, as a rule, to the 
last, the branch banks simply gathered in the money and sent to 
Washington all that it did not pay out in drafts. An inspector 
travelled all the time among the branches examining the books 
and endeavoring to keep the accounts in good order. 

‘Seventh Annual Report of Freedmen’s Savings and Trust Company. 


Ho. Misc. Doc., No 16, 43d Cong., 2d Sess., p. 85. 
*Speech of Bradford of Ala. in Cong. Record, Apl. 22, 1876, p. 2701. 
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In the branch banks and at Washington, after 1868, an efficient 
body of negro business men was being trained. There was a 
sentiment that, since the bank was for the benefit of the negroes, 
the latter should be its officers as much as possible, and about 
one-half the employees were colored. At nearly all of the 
branches, especially after 1870, when some of the branch banks 
were allowed to do a regular banking business, there was an 
advisory board, or board of directors, of responsible colored 
property holders. These men were very proud of the Freed- 
men’s Bank and of their position in connection with it. They 
took a deep interest in all that pertained to the institution, advised 
in regard to loans and investments, and promoted in every way 
the habit of saving on the part of their people.’ 

The negroes, believing that their deposits would be secure 
in these banks, which they understood were supported by the 
government, eagerly availed themselves of the opportunity to 
lay up small sums for the future. To each depositor a unique 
pass-book was given. In this book were printed simple rules 
governing deposits, a list of the branches of the bank, with 
names of the cashiers, and this statement: 


‘‘This is a benevolent institution. All profits goto the depositors, or to 
educational purposes for the freedmen and their descendents. 

The whole institution is under the charter of Congress, and received the com- 
mendation and counsel of the President, Abraham Lincoln. One of the last offi- 
cial acts of his valued life was the signing of the bill which gave legal existence 


to this bank.” 

On one cover also was the following commendation from 
General Howard, which was to the negro sufficient proof of its 
connection with the Bureau: 

“*T consider the Freedmen’s Saving and Trust Company to be greatly needed 
by the colored people, and have welcomed it as an auxiliary to the Freedmen’s 
Bureau.”—Maj. Gen. O. O. Howard. 

For the encouragement of the depositor a table was printed 
on the cover to show the possibilities of a small saving each day. 


‘Report of Meigs, National Bank Inspector, in Ho. Misc. Doc., No. 16, 43 
Cong., 2d Sess., p. 64. 
Bruce Report, pp. 246-247. 
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A man who saves ten cents a day for ten years, will have, if he puts it at inter- 
est at six per cent.— 

In 2 years 

In 3 years 

In 4 years 

In 5 years 

In 6 years 

In 7 years 

In 8 years 

In 9 years 

In 10 years 


The rest of the cover was given up to pictures of Lincoln, 
Grant, Howard, and the United States flag, and some verses 
which the negroes believed were written by General Howard. 

’ Tis little by little the bee fills her cell ; 

And little by little a man sinks a well ; 

’ Tis little by little a bird builds her nest ; 

By littles a forest in verdure is drest. 

’ Tis little by little great volumes are made ; 

By littles a mountain or levels are made ; 

’ Tis little by little an ocean is filled ; 

And little by little a city we build ; 

’ Tis little by little an ant gets her store ; 

Every little we add to a little makes more ; 

Step by step we walk miles, and we sew stitch by stitch ; 
Word by word we read books, cent by cent we grow rich. 

On the passbook used in New York City was printed in Eng- 
lish, French, and German this legend: “The Government of 
the United States has made this bank perfectly safe.’’! 

As a factor in negro education, there was nothing equal to 
that peculiar bank book with its useful covers, and the good effects 
of the bank system were observed almost at once.» The negroes, 
who a few months before had been slaves, began to save money 
and put it into the bank. It became the fashion to have a bank 
account, no matter how small. Sums were received from five 
cents up, and on deposits of $1.00 and more interest was paid 
semi-annually at the rate of six per cent. Of course the deposits 
of a year were little larger than the drafts, but the money drawn 
out was often spent intelligently. The negro put money in the 

‘Ho. Misc. Doc., No. 16, 43d Cong., 2d Sess. pp. 83, 85 ; No. 34, 49th Cong., 
2d Sess. 
Douglas Report, p. 22. 
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bank during the summer and fall to be used in the winter and 
spring, when supplies were scarce. Thrift was encouraged; 
many negroes saved money to purchase homes, or to purchase 
farm stock and implements. The drafts, it is said, nearly always 
went for useful purposes. Less money was spent for liquors 
and for the worthless finery so dear to the African heart. The 
negroes who kept bank accounts were less easily swindled by the 
multitude of sharpers who came to teach the blacks the ways of 
freemen. On January 1, 1866, six months after the bank had 
begun business, Alvord reported that it 


‘‘has gone into successful operation in nearly all the States south, and prom- 
ises to do much to instruct and elevate the financial notions of the freedmen, 
The trustees and triends of the institution believe that the industry of these four 
millions furnishes a solid basis for its operations. Pauperism can be brought to 
a close; the freedmen made self-supporting and prosperous, paying for their 
educational and Christian institutions, and helping to bear the burdens of gov- 
ernment by inducing habits of saving in what they earn. That which savings 
banks have done for the working men of the North it is presumed they are capa- 
ble of doing for these laborers. I was privately and publicly told that the freed- 
men welcomed the institution. They understand our explanations of its mean- 
ing, and the more intelligent see and appreciate fully its benefits. Calls were 
made upon me at all large towns for branches of the bank.”! 


He stated several years later that “the banks are doing more 
for the people than the schools,” which was doubtless quite true, 
since there were more depositors in the bank than there were 
j children in the much over-rated Bureau schools, and the financial 

i} education given to the holder of the bank book was much more 
i}. useful than the kind given to the children in the schools.’ 
RE i Robert Somers, an Englishman who in the year 1870-1871 


closely investigated economic conditions in the South, was favor- 
ably impressed with the good work that the bank was doing. He 
says: 


‘* Go in any forenoon and the office is found full of negroes depositing little 


g H sums of money, drawing little sums, or remitting to distant parts of the country 

Kk where they have relatives to support or debts to discharge. . . . [The literature of 

the Bank] contains an amount of general matter very suitable to the negroes and 


il 1Ho. Ex. Doc. No. 70, 39th Cong., 1st Sess. 

, * Ho. Ex. Doc., No. 70, 39th Cong., rst Sess. 
Th Ho. Report, No. 121, 41st Cong. 2d Sess., p. 53. 

| Bradford's speech in Cong. Record, April 22, 1876. 

Ho. Misc. Doc. No. 16, 43d Cong., 2d Sess. 

: Report of Meigs, National Bank Inspector, February, 1874. 
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very desirable forthem to read . . . the Freedmen’s Savings and Trust Companies 
do for the negroes what our National Savings Banks do for the working classes 
of England, Scotland and Ireland . . . The negro begins to deposit usually with 
some special object in view. He wishes to buy a mule or a cow, or a house, or 
a piece of land, or a shop, or simply to provide a fund against death, sickness 
or accident, and pursues his object frequently until it has been accomplished." 


Only those in the vicinity of the larger cities were directly 
affected by the bank, but the number of depositors reached within 
a few years the total of 72,000. About 3,000 of these had 
large deposits ; and about 30,000 deposited sums of about $50 and 
under. The average total deposit during the life of the bank 
was $813, the average deposit in the bank at one time being 


about $50. 
The following statistics will serve to illustrate the workings 


of the bank: 


STATEMENT OF Two ALABAMA BANKS TO MARCH 31, 1870. 


Huntsville Mobile 
Branch. Branch. 


Total deposits to March 31, 1870 $ 89,445.10 $539,534.33 
Total number of depositors 500 3,260 
Average amount deposited by each 17.89 165.60 
Drawn out to March 31, 1870 70,586.60 474,583.60 
Balance to March 31, 1870 18,858.50 

Average balance due to each depositor... 47.114 

Spent for land (known) 

For dwelling houses 

For seeds, teams, agricultural implements 5,000.00 

For education, books, etc 


STATEMENT OF THREE ALABAMA BANKS FOR THE MONTH OF AUGUST, 1872. 
Huntsville. Mobile. Montgomery. 
Deposits for the month... $ 7,343.50 $ 11,136.05 $ 8,522.90 
Drafts for the month .... 10,127.61 18,645.62 8,679.60 
Total deposits 416,617.72 1,039,097.05 238,106.08 
Total drafts 364,382.51 933,424.30 213,861.71 
52,235.21 105,672.75 24,244.37* 


The business of the New York City branch to April, 1874, was 
as follows: Deposits, $3,559,298.02; drafts, $3,236,981.76. 
There were about 4,000 depositors in New York, of whom 3,000 
were negroes.® 

‘Somers, Southern States, pp. 54, 55- 

* Fleming, Civil War and Reconstruction in Alabama, p. 454. 

*It is doubtful if, according to the charter, it was legal to receive deposits 


from whites. The act of incorporation specifically stated that the bank is for 
African depositors. 
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The following table, compiled from the various reports of the 
bank and of the government, shows the entire business of the 
bank to 1874: 

ToraL BusINess OF THE FREEDMEN’S BANK. 
Years ending Balance due 


with March. Total Dep posits each year. Depositors. Gain each year. 
1866 $ 305,167.00 $ 305,167.00 $ 199,283.42 $ 199,283.42 


1867 1,624,853.33 1,319, 686.33 366,338.33 167,054.91 
1868 3,582,378.36 1,957,535.03 638,299.00 271,960.67 
1869 7,257,798.63 3,675,420.27 1,073,465.31 435,166.31 
1870 12,605,781.95 5,347,983.32 1,657,006.75 583,541.44 
1871 19, 592,947.36 7,347,165.41 2,455.836.11 798,829.36 
1872 31,260,499.97 11,281,313.06 3,684, 739.97 1,227,927.67 


The interest paid on deposits amounted to the sums given in 


the following table: 
INTEREST PAID BY FREEDMEN’S BANK : 


24,544.08 
November 1, 1868 to November 1, 1869 ...... 43,896.98 
I, 1869 ‘* 59,376.20 
1, 1870‘ March 20,840.32 


The bank, it was believed, had a promising future, and the 
friends of the blacks relied upon it to assist the ex-slaves to 
economic freedom. The credit of the institution was rated ar 
to June, 1874, a month before it closed its doors.1_ The strongest 
branches were located at Augusta, Baltimore, Charleston, Louis- 
ville, Memphis, Mobile, Nashville, New York, Norfolk, Rich- 
mond, Savannah, Vicksburg, and Wilmington. 


III. MiIsMANAGEMENT OF THE BANK. 


Notwithstanding the popularity of the institution, the rapid 
accumulation of deposits, and the good intentions of the founders 
and some of the later officials, there were grave weaknesses in 
the system, some existing almost from the beginning. The 
charter did not bind the trustees to any responsibility; branches 


'Ho. Misc. Doc. No. 16, 43d Cong., 2d Sess., pp. 61, 91. 
Bruce Report, p. 256. 

Williams, History of the Negro Race, vol. ii, pp. 403-411. 
Hoffman, Race Traits and Tendencies, pp. 289, 290. 
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were established that did not pay expenses; some of the officials 
were corrupt and others were inefficient ; the accounts were badly 
kept and inspections were infrequent; many bad loans were 
made; the connection of the officials of the notorious District of 
Columbia government with the bank made people suspect corrup- 
tion; the best class of the trustees neglected the bank and control 
fell into the hands of the District of Columbia clique; the rate of 
interest paid on deposits was too high; and there was a general 
shrinkage in real estate values after the bank had made heavy 
investments. All these influences operated to weaken the system. 
It will be of interest to examine some of these causes of weak- 
ness. 

Of the 34 branches of the bank only about one half paid 
expenses, and not until 1872 was the entire institution making 
more than expenses. The organization was unwieldy, and the 
central administration was not efficient enough to control the 
branches. The establishment of branches necessitated the 
expenditure of funds, and about $170,000 was spent after the 
Freedmen’s Bureau was withdrawn to purchase offices, etc., for 
the use of the branches. In Washington $260,000 was spent for 
a banking house. These expenses, added to the usual expenses of 
administration and heavy payments of interest on deposits, con- 
sumed the entire income from the United States securities in which 
deposits were invested. The branch banks suffered too from the 
hostility of the negro politician, who was unable to get his hands 
on the deposits. One of the negro trustees said that “every 
colored politician down South was the enemy of the bank.’”! 

The State governments opposed the operation of the branch 
banks because they were not under local control ; other banks were 
unfriendly to the objects and methods of the Freedmen’s Bank. 
Many white men disliked the bank because they believed that it 
was connected with the Bureau, and all who disliked the negro 
disliked the negro bank. It was a race bank, as Fred Douglass 
said, and it aroused race opposition.” 


' Douglas Report, p. 78 (statement of Purvis of Philadelphia). 

Somers, Southern States, p. 55, pointed out the weak points in the system ; 
predicted trouble. 

* Douglas Reports, Pp. 20, 21, 181, 240, 248, and 249. Ho. Ex. Doc. No. 144 
44th Cong., ist Sess., p. 5. 
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There was a persistent belief that the bank took part in South- 
ern politics, and this belief came to be shared by the depositors. 
In 1872 a rumor that the funds of the institution were being 
used to elect Grant and to carry the local elections in North Caro- 
lina caused a heavy run on the deposits.” 

The accounts of the bank were never in good shape. This 
was due in part to the ignorance and inexperience of the negro 
clerks. It was difficult for the management to get rid of an 
inefficient negro employee. Alvord afterward stated that “the 
colored people seemed to think that they ought to be employed,” 
and so thought the management. But too much pressure was 
brought to bear to get in and keep in as clerks and cashiers 
negroes who were not competent to do the work. The cashier 
at Jacksonville did not post his books for six months; other 
cashiers paid interest on total deposits, not on deposits in hand; 
few of them could ever make their books balance, and no pres- 
sure was put upon them from the central office. The one 
inspector employed was unable to get around to all the branches; 
several bad ones kept him busy and the rest were neglected. The 
bookkeeping in Washington was no better than elsewhere. One 
man did all the work and had to work fourteen hours a day to 
do it. This was too much for any man. For several years there 
was a discrepancy of more than $40,000 between the accounts of 
the branches and those of the principal office, and it could not 
be corrected. Several times entirely new sets of books were 
opened in the hope of leaving the past behind and keeping 
straight for the future. An examination of the books in later 
years showed that deposits were sometimes entered as drafts, and 
vice versa; a draft of $31.60 went down on the books at $3,160; 
$5,300 as $53.00, etc. One clerk testified that very seldom could 
the books be balanced at night—it would be from 5 cents to 
$5,000 one way or the other. When errors could not be found 
“we always waited for something to turn up;” when the cash 
balanced, all went out to celebrate the event. The physical con- 
dition of the books was something fearful. A committee of 
experts reported that “we found leaves cut from the original 


‘Ho. Rept. No. 121, 41st Cong., 2d Sess., p. 51. 
Douglas Report, p. 78. 
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ledger, leaves without number pasted together, balances not 
brought forward—original entries do not conform to the mean- 
ing of the transaction when carried to the ledger—credits posted 
as debits,”’ etc." 

The cashiers of the branch banks were not always men with the 
ability to say No to requests for favors made by influential men, 
and from the beginning there was a custom of allowing over- 
drafts. Until 1870 loans were forbidden, but this prohibition 
could be overcome by allowing overdrafts. In the end not a 
great deal of money was lost in this way, but it was quite diffi- 
cult in many instances to get the money back. The negro officials 
were often overpersuaded by a certain strenuous kind of specula- 
tor such as Vandenburg, the District of Columbia public works 
contractor, who usually manged to make “Daddy” Wilson, the 
negro cashier in Washington, allow his overdrafts even when 
Wilson had positive instructions not to allow such favors to 
Vandenburg. After 1870 at the principal branches the cashiers 
were allowed to do some loan business. This was in order to 
overcome the many objections to the policy of the bank in gather- 
ing deposits all over the South to be loaned or used only in the 
District of Columbia. As soon as the authority was given to 
the cashiers to make loans, they were besieged by a dangerous 
class of borrowers, who would have received scant consideration 
at the ordinary bank. Often the law of 1870, requiring that 
loans be made only on property worth double the loan, was viola- 
ted and the cashiers proceeded to make investments on their own 
responsibility. Some of them loaned funds on the worthless 
script issued by the carpet-bag State and local governments; 
others loaned on cotton; some even made loans on perishable 
crops. The Jacksonville branch put money on everything that 
offered, from saw-mills out in the woods to shadowy claims on 
property. Several branch banks, notably Beaufort and Jackson- 
ville, endeavored to go into a regular banking business, and these 

‘Bruce, Report, pp. 31, 163, 164, 230-233, 242, 243, 244, 246, 250, 256, 269. 
Testimony of A. M. Sperry, O. O. Howard, Stickney, C. A. Fleetwood, Tom- 


kins, Augusta. Report of Experts, March 7, 1876. 
Douglass, Life and Times, p. 487. 
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with several others endeavored to act somewhat independently 
of the central office.’ 

Not only was there incompetency and a disregard of laws and 
regulations and of business principles among the cashiers, but 
several of them were guilty of defrauding the institution or 
the depositors. Most of the incompetent officials, it seems, were 
blacks; most of the corrupt ones were white. There was a 
belief, often expressed after the failure of the bank, that when 
a white cashier had stolen funds and involved the accounts of a 
branch, a negro official would be put in his place to serve as a 
scapegoat. The white clergymen who were cashiers proved to 
be quite unable to withstand the temptations offered by the 
presence of the cash in the vaults. One of the trustees (Purvis) 
afterwards said: “The cashiers at most of the branches were a 
set of scoundrels and thieves—and made no bones about it—but 
they were all pious men, and some of them were ministers. 
The cashier at Jacksonville was a minister and today he has 
a large Sunday school; almost all of them are ministers.” 
The cashier (Hamilton) at Lexington, Kentucky, a gradu- 
ate of Oberlin, was also a preacher and a Sunday school 
superintendent. He did not steal from the bank but stole from 
the depositors, choosing those who seldom came about the bank 
and drawing out their money on forged checks. At Mobile the 
cashier, C. A. Woodward, appropriated to his own use $3,375 
which, he stated, the Freedmen’s Bureau owed to him. At Mont- 
gomery, Edwin Beecher, the cashier, made investments, contrary 
to regulations, of about $20,000 in securities that proved to be 
worthless, and for several years carried a shortage of $18,000 
on his books. Reverend Philip D. Cory, cashier at Atlanta, tried 
to discourage negro depositors and secure white ones. He 
wanted a “white man’s” bank. On this account the negroes were 
opposed to him, and the bank did not thrive. Finally, in 1874, 
he was removed, and a negro put in his place. The latter dis- 
covered that Cory had embezzled about $10,000 of the deposits, 
and had him prosecuted in the State courts of Georgia and 
sentenced to four years in prison—the only person connected 


‘Bruce Report, p. 28. Douglas Report, pp. 25, 39, 48, 49. 
C. A. Meigs, Report in Ho. Misc. Doc., No. 16, 43d Cong., 2d Sess., p. 66. 
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with the Freedmen’s Bank who was ever punished at all. Cory 
made a compromise: the prosecution was to allow him to be 
pardoned in order to accept an appointment as Indian agent out 
West. From the proceeds of this office he promised to repay 
what he had taken from the bank. Hamilton, the Lexington 
embezzler, also was allowed to accept an Indian agency.’ 

The Beaufort branch was on a peculiar basis. From the begin- 
ning, when Saxton’s military bank was absorbed into the Freed- 
men’s Bank, the cashier, Scovel, had tried to run things to suit 
himself. He became almost independent of the central adminis- 
tration, and proceeded to do a regular banking business. He 
wanted to make a- national bank out. of his branch, and the 
trustees at Washington decided to allow him to do so. There 
was a great steal at Beaufort of at least $10,000, and bad invest- 
ments amounting to many thousands more. At one time it was 
supposed that the loss would reach $100,000.” 

At the Washington branch “Daddy” Wilson, a negro, was 
cashier, and Boston, his son-in-law, was assistant cashier. Both 
lived in style far beyond their means, and repeatedly it was 
charged that they were using the funds of the depositors. But 
with one exception there are no instances of embezzlement proved 
against them. Most of the attacks on their management simply 
assumed that Wilson and Boston were the dupes of more cunning 
thieves. The following is an example of the way they were writ- 
ten up: 

“Old Daddy Wilson stands about 5 feet 10 inches in his boots, 
is square built, solemn, the color of polished coal tar, and sports 
gold spectacles. . . . Brother Boston, young, airy, dressed in the 
height of fashion, and the color of Java coffee, moves lightly 
among the dingy and dilapidated customers. . . . Boston is fond 
of finery and fond of showing it. Finery and high sounding 
words are Boston’s weakness. . . . Daddy Wilson got his wis- 
dom in financial matters by keeping a little nick-nack shop on Fif- 
teenth Street. Daddy Wilson and Brother Boston are mere 
figureheads kept here in dumb show by cunning fellows who work 


* Douglas Report, pp. 2, 4, 5 25, 71, 77, 78, 93, 260. Bruce Report, p. 31. 
* Bruce Report, pp. 247, 248. 
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the machinery from behind the scenes and are filling their own 
pockets.” 

The case of fraud proved against the two was a small one but 
a very mean one. Boston had been “borrowing” small sums 
from an ignorant depositor named Watkins and giving no secur- 
ity, Watkins thinking that none was necessary. Also he had been 
checking out Watkins’ money unknown to the latter, who could 
not read his passbook. Wilson, the cashier, allowed this and 
paid the money to Boston. In this way about $1,000 was stolen 
from Watkins before he discovered it. His losses were far 
greater than the losses of the average sufferer, but the experience 
was hardly more bitter. The following account from Watkins’ 
deposition may be taken as typical of the feelings of thousands 
of ignorant negroes who lost money in the bank. 


About a week after the bank closed I carried my passbook up there, and 
also my little boy's. My little boy had $60 in the bank, I think, and I had nine 
hundred odd. I wanted to find outhowI stood. I saw Boston fifteen or sixteen 
times after the bank closed, and I waited and waited and waited, till at last I went 
to the bank to see about my book. I could not find Boston in, but I said to the clerk 
there, ‘‘ Do you know how Watkins's account is?” He looked at the book and 
said, ‘‘Yes, you have 40 cents.” I said, ‘‘ Forty hells.” He said, ‘‘ Yes.” 
Said I, ‘‘ What will Ido?” Said he, ‘‘I1 don'tknow.”’ I said I never had the money 
and asked him to tell me where I could find Boston. He told me where to find 
Boston, somewhere on ‘‘E” Street, below the Patent Office, and there I found Bos- 
ton. I wentin and commenced pulling off my coat to fight him right away. I said, 
‘*Boston, what is the meaning of this, that I have only 40 cents inthe bank?” His 
face got white and said he, ‘‘ Mr. Watkins, Idrewit out.” ‘* Hell,” said I, ‘‘ you 
drew it out and told me nothing of it?” ‘‘ Well,” said he, ‘‘ I will fix that all right.” 
The bank was to pay a dividend in two or three weeks’ time, and he said,‘ ‘I will 
pay you a dividend on the 15th of next month.” Said I, ‘‘ Jesus Christ, I do 
not know what to do with you.” The clerk at the bank showed me the checks 
on which the money was drawn, but, of course, I did not know one check from 
the other. . . . I could not get anything out of Boston. . . 

I said, ‘‘Mr. Wilson, I don’t want to get closed up in this concern. (This 
was before the bank closed.) A man in this town, unless he has money, is not 
worth more than a dog. 1 have worked hard, night and day, for this money, 
and so has my wife, and it should not be closed up in this way.” He said, 
‘“You see that Treasury over there, don’t you?” I said, *‘ Yes.” ‘‘ Well,” 
said he, ‘‘there is no more chance of this bank closing or bursting than there is 
of that Treasury.” I said, ‘‘If that is so, it is all right.” He said, ‘‘It is just 
prejudice that white people have got against us.” I then made myself con- 
tented. My heart went down and I went to work. There the matter stood, and 


? Savannah Morning News, Dec. 9, 1871; in Washington Patriot, Dec. 13 
1871. 
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only 40 cents on my passbook to my credit. They did not rob my boy’s book. 
When I was loaning money to Boston I supposed that it was all right as he was 
cashier of the bank. I supposed he owned it all himself. I did not know. 
ei es ee Question. 1 understood you to say that this money was 
the joint earnings of yourself and wife. Amswer. Yes; she took in washing, 
and worked day and night, and I worked day and night, every day for the whole 
year. I have never been to a picnic or a ball since I have been in town.! 


The table below gives the list of branches where shortages , 
were discovered by the inspector before the failure of the bank.? in 


SHORTAGES AT THE BRANCH BANKS. 


Branch. Cashier. 7 
Philip D. Cory ...........++. 


Wilmington ............McCumber.................. 


Lexington, Ky .......... 5,000 

29,000 ? 


It is not possible to ascertain from the records exactly how 4 
large the shortages were at Beaufort, Jacksonville, and Mont- f 
gomery; in the table the smallest and largest estimates are given. ; 
There were shortages at other branches than those named above, i 


but they were adjusted. 
Another cause of weakness was the progressive deterioration i ’ 
of the character of the trustees. The original board was com- 
posed principally of men of the highest character, several of them 7 
noted for business ability, and as long as the central office was in _ 
New York the trustees attended meetings and kept the busi- 
ness going well. But after the removal to Washington many of ot 
the original body of trustees found it impossible to attend and w 
through non-service the best members were gradually eliminated. 
The places on the board were somewhat difficult to fill, and it came ‘a 
about that most of those who were put in were incompetent per- 
sons elected simply to fill up the lists. They had little business @ 
capacity, no business connections, no property. The main {) 


*Ho. Report No. 502, 44th Cong. 1st Sess. p. 29. 
* Douglas Report, p. 5. 
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qualification was to have some kind of a record as an abolitionist 
or as a friend of the freedmen. Too many of them took little 
interest in the bank. 

The incapable ones were controlled by the few capables, who, 
after 1869-1870, were the District of Columbia members. These 
latter formed a kind of a “ring” for their mutual benefit. They 
were involved in other schemes that made their connection with 
the bank of great use to them. They were at once officials of 
the bank, and officers of the Bureau or of the army or of the 
government of the District of Columbia. Howard, Balloch, 
Alvord, and Smith were bureau officials and were connected with 
Howard University, and extensive borrowers from the bank; 
Cooke and Huntington were officials in another bank that put its 
bad loans off on the Freedmen’s Bank; Cooke, Eaton, Hunting- 
ton, Balloch, and Richards were officials of the notorious District 
government; Howard, Alvord, Eaton, Stickney, Kilbourn, Latta, 
Clephane, Huntington, Cooke, and Richards were connected with 
firms that borrowed large sums from the bank, notwithstanding 
the fact that officials were prohibited by law from using the 
funds of the bank, directly or indirectly. The trustees were 
under no penalties for the proper execution of their trust. They 
were not required to make any deposits in the bank. The law 
fixed as a quorum nine out of fifty trustees, and further required 
the affirmative vote of at least five on money matters. The 
trustees provided in the by-laws for a finance committee of five, of 
whom three should be a quorum. Thus three could and did 
habitually dispose of the financial business of the bank when the 
law required at least five. Often two trustees, or one, or even the 
actuary (cashier), negotiated important loans without reference 
to the trustees. Sometimes the actuary made a loan and then 
hunted up three members of the finance committee to sign the 
proper papers. Clephane testified that the actuary sometimes 
came to him and said, “I am going to count you present,” when 
Clephane had not been at a finance meeting. As he said, “We 
left that [making loans] very much to the actuary to examine into. 
We were apt to take his representation of things.”” The honest and 
efficient trustees, like Ketchum of New York and Stewart of Balti- 
more, were opposed to the management of the bank after it came 
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to Washington, but were unable to reform it and resigned in 
disgust. At last when the rank and file of the trustees awoke to 
the fact that they were being used as dummies, then the sharpers 
who had been managing them resigned and left them to flounder 
about in their own confusion. Alvord, the president after 1868, 
was probably honest throughout, but he was weak and old and at 
one time was demented so that he had to be sent to a sanatorium. 
The finance committee managed him by refusing to allow him 
to vote on measures that came before them. He could only pre- 
side. The actuary, Eaton, and later Stickney, the nephew of 
Eaton, ran things as they pleased, and as the speculators on the 
board wanted them to do. The former possessed, as a token of 
the regard in which he was held by the speculators who borrowed 
money from the bank, a number of shares, which cost him noth- 
ing, in one of the various public works companies of the 
District.’ 

The worst features of the bank management were exhibited in 
connection with the loans made under the amendment of 1870. 
After the removal of the central office to Washington, the control 
of the business fell into the hands of the District of Columbia 
members, who were directly or indirectly connected with various 
speculative enterprises then being conducted in Washington. 
The hoarded deposits of the Freedmen’s Bank drew the attention 
of the speculators in Washington, and in 1870 an amendment 
to the charter was secured by the speculating element of the 
trustees. The amendment provided simply that one half of 
that portion of the deposits formerly invested in United States 
securities might be invested in notes and bonds secured by mort- 
gage on real estate of at least twice the value of the loan. It also 
provided that the bank might improve the real estate 
that it already held, provided that none of the principal of 
the deposits was used. This means that the bank was already 
holding property in violation of the original charter, which 
allowed no investments in real estate. The $260,000 spent 
in improving it and the $170,000 paid for property at branches 
was illegally taken from the principal of the deposits, for only 

' Bruce Report, pp. 51, 58, 109, 110, 119, 178, 222. Douglas Report, pp. 36, 
89, 91, 95- 
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in 1872 was the yearly income sufficient to pay interest on 
deposits. The amendment was secured through the efforts of 
one of the finance committee, W. S. Huntington, who belonged to 
the District of Columbia ring. The reasons given for the changes 
were: (1) that there was danger that the United States debt 
would be refunded at a lower rate of interest, and the bank could 
not then get a sufficient income from bonds; (2) that money was 
worth more than 5 per cent., and that unless the bank paid 6 per 
cent. or 7 per cent. interest on deposits the freedmen would place 
their funds elsewhere. Cooke of Ohio introduced the amend- 
ment in the House, where it passed without comment. In the 
Senate, Cameron of Pennsylvania strongly objected to the 
amendment on the ground that it would endanger the funds, 
which were in the hands of irresponsible persons, speculation and 
loss would certainly result, and the bank would be destroyed. 
The bank people stirred up the negroes to remonstrate with 
Cameron, and he ceased his objection, and the bill became law.! 
Cameron’s predictions were fulfilled within three years. Every 
cent that the bank could command was loaned as soon as possible 
to private individuals. The law requiring that the real estate be 
twice the value of the loan was never regarded. Kilbourne and 
Latta, borrowers from the bank and agents of a real estate com- 
bine, were appointed appraisers for the bank. Loans were made 
where there was no security at all, as on bills against the Dis- 
trict government and on District securities issued without war- 
rant of law. Vandenburg, a contractor, secured a loan of 
$30,000 without any security, except the verbal endorsement of 
A. R. Shepherd, the District “Boss.’”’ WVandenburg failed to pay, 
and Shepherd after delay made good the loan, but took occasion 
to remind Stickney, the actuary, that “if you do business in that 
kind of a loose way you are a damned fool.’ Jay Cooke & Co., 
the financiers, through their control of the finance committee of 
the Freedmen’s Bank, were able to borrow at one time $500,000 


1 Cong. Globe, March 21, April 15, 28, and May 2, 1870, pp. 2095, 2726, 2732, 


2738, 3064, 3147, 3344. 
Douglas Report, pp. 37, 38. 
The Nation, April 5, 1875. 
* Douglas Report, pp. 76, 77, 91. Bruce Report, passim, 
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of the freedmen’s deposits, paying 5 per cent. interest, while the 
Freedmen’s Bank was paying 6 per cent, to depositors.'. H. D. 
Cooke and W. S. Huntington, president and cashier respectively 
of the First National Bank of Washington, were trustees of the 
Freedmen’s Bank and members of its finance committee. When 
Cooke’s bank made a bad transaction, they used their position 
and influence to transfer the poor securities from Cooke’s bank 
to the Freedmen’s Bank. ‘They also used the Freedmen’s Bank 
as a dumping ground for the bad private claims of themselves 
and friends. Huntington lived in a house belonging to one 
R. P. Dodge, and in order to get his rent reduced negotiated 
for Dodge a $13,000 loan from his (First National) bank. This 
bank held Dodge’s notes until they were due and then through 
Huntington’s influence with the actuary, Eaton, they were trans- 
ferred to the Freedmen’s Bank. After Huntington died Dodge 
was asked to pay but objected on the ground that the money from 
the loan went to Huntington, not to himself. Of Huntington, 
Stickney, the actuary who succeeded Eaton, said, “if he wanted 
to have anything done, it was done.” Trustees and finance 
committee could not check him.” 

The charter required a reserve of one third of the deposits 
as an “available fund’’ for immediate use. This was to be 
kept in the bank or on deposit. But after 1870* the actuary, 
counselled by the finance committee, began to use this fund for 
general banking purposes, and soon had the whole of it tied up 
in miscellaneous loans and investments of the worst character. 
No paper was so worthless that it would not pass at the Freed- 
men’s Bank provided it had some trustee or friend of a trustee 
behind it. Loans were made on individual notes indorsed by 
trustees who had no deposits in the bank and no property in 
sight. Zalmon Richards, a trustee, had an accommodating cus- 
tom of endorsing the notes of borrowers, and was finally ruined 
because of this practice. After the failure of the bank a com- 
mittee of Congress was investigating, and Richards came before 

1 Douglas Report, pp. 8, 11, 12. Bruce Report, p. 179. 

* Bruce Report, p. 161. Douglas Report, p. 77. 


* Before 1870, $84,340.67 had been loaned on real estate, contrary to law.— 
Bruce Report, p. 288. 
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it. The following extract from his testimony will serve to illus- 
trate his comfortable lack of any sense of responsibility and also 
his notions of business: 

Mr. Richards: 1 know that judgment was taken against me as an indorser, 
and I am free to say that if the Lord ever puts money enough into my pocket I 
will pay it. 

The Chairman [Senator Bruce]: The Lord will not do it for you. You must 
do it yourself in some way. 

Mr. Richards; Well, the Lord may help me to do it. I have got a good deal 
of confidence in the Lord yet. 

The Chairman: The Lord, Mr. Richards, doubtless is engaged in more prof- 
itable business than putting money in your pockets. 

Richards did not know anything about the business of the bank 
or the requirements of its charter, yet he had been a prominent 
trustee.' Sometimes no collateral of any kind was put up. 
Eaton, the first actuary, formed the habit of making loans and 
investments without consulting the finance committee. These he 
reported as “cash” or as “available.’’? 

It was often the case that, contrary to law, those who borrowed 
and those who negotiated the loans were identical persons. The 
trustees and the officials formed the companies that borrowed 
from the bank, or sold to it worthless securities. Cooke, Hunt- 
ington, Clephane, Eaton, O. O. Howard, and Balloch were 

prominent among those who borrowed from the bank in which 
they were officials.* 

Balloch, a trustee and member of the finance committee, made 
a bad private loan in 1870, and in 1872 transferred his claim to 
the bank.* Huntington borrowed $3,000 for one day and never 
repaid it.° Eaton, the actuary, was given by Vandenburg one- 
half interest in a $100,000 sewer-pipe contract to reward him for 
his kindness in pushing loans for Vandenburg.® Balloch bor- 
rowed $2,000 in 1872, giving as collateral $2,000 in United 
States five per cent. bonds. Later these bonds were removed and 
$1,800 in less valuable railroad bonds were substituted.? 

' Bruce Report, pp. 129-136. 

® Douglas Report, pp. 67, 91, 149. Bruce Report, pp. 27, 140, 282. 

* Douglas Report, pp. 8, 9, 76, 77, 91, 93. Bruce Report, pp. I10, III. 
Savannah News, Dec. g, 1871. 

*Bruce Report, p. 176. 

5 Douglas Report, p. 176. 

® Douglas Report, p. 12. 

™Bruce Report, p. 153. 
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As examples to show the character of loans made after 1870 
and to illustrate the business methods of the bank may be men- 
tioned the loans made to Evan Lyons and to the Seneca Stone 
Company. Lyons owned real estate in Washington County, 
Maryland, and repeatedly applied for small loans. Four times 
was he refused by the finance committee, because it was suspected 
that his titles were not clear. Finally he secured a $34,000 
loan,—more than the property was worth. The facts that came 
out upon investigation were as follows: Lyons’ land was covered 
with mortgages which he could not raise. His creditors wanted 
the money, so it was agreed that they should give up their first 
mortgages on the property, take second mortgages, and allow 
Lyons to secure a large loan from the Freedmen’s Bank under a 
first mortgage. This was done; the creditors and Lyons divided 
the proceeds and left the bank with the land, on which it lost 
$25,000." 

The Seneca Sandstone transaction was never fully cleared 
up, but the facts that were ascertained upon investigation were as 
follows: The Maryland Freestone, Mining and Manufacturing 
Company, commonly called the Seneca Sandstone Company, was 
a promising enterprise incorporated in 1867 with such men as 
General Grant, Secretary Seward, and Caleb Cushing as stock- 
holders. In 1868 Cooke and Huntington of the First National 
Bank, who were trustees of the Freedmen’s Bank, got control, 
over-capitalized the stock, declared a stock dividend to the original 
incorporators, and issued a lot of first and second mortgage bonds, 
which were placed on sale, and speculation began. <A loan of 
$51,000 was secured from the Freedmen’s Bank in 1871, and 
$49,000 in second mortgage bonds and $20,000 in first mortgage 
bonds given as collateral. The second mortgage bonds were 
known to be worthless, and, the fact of the loan becoming public, 
attacks were made by newspapers upon the management. There- 
upon Eaton the actuary went to Kilbourn and Evans, real estate 
brokers, and made an agreement with them and the Seneca Sand- 
stone Company to change the form of the loan and thus protect 
the bank from unfriendly attacks. The account of the Seneca 


'Bruce Report, report of Committee, and pp. 124, 154. 
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Company was then closed, the loan being transferred on the 
books to Kilbourn and Evans, who gave their joint note, payable 
in six months, supported by good collateral. This seemed well, 
but at the same time a curious secret agreement was made with 
Kilbourn and Evans, securing them against loss. This agree- 
ment was signed for the finance committee, by Huntington (of 
the Seneca Company), Clephane, and Tuttle, and by Eaton, the 
actuary. It recited the list of the securities (including $75,000 
in second mortgage Seneca bonds) purporting to have been 
deposited by Kilbourn and Evans, and stated that in case Kil- 
bourn and Evans did not pay the note at maturity, their note and 
all collateral securities were to be returned to them except the 
$75,000 second mortgage Seneca bonds. It was understood that 
the transaction was not to make Kilbourn and Evans responsible 
in any way; they were simply allowing the bank to use their 
names as an accommodation. Two years later, in 1873, the note 
and securities were surrendered according to agreement and 
only the $75,000 in worthless second mortgage bonds were left 
to secure the bank against loss. The actuary early in 1874 closed 
the Kilbourn and Evans account and charged the Seneca Com- 
pany with the $51,000 and accrued interest. The $20,000 first 
mortgage bonds held from the Seneca Company had disappeared 
in 1872 in a transaction in which Kidwell, president of the 
Seneca Company, purchased them for $20,580, but this money 
was never placed in the bank.* 

Such was the management that resulted in the ruin of the 
Freedmen’s Bank. In 1873 the “available’’ fund was no longer 

'The report of the Bruce Committee gives a full account of the Seneca 


business. See also Bruce Report, testimony, pp. 52, 55, 91-97, 141-144, 178, 201- 
210, 283. 

Douglas Report, pp. 31, 74-76, 104. For details in regard to other loans see 
Bruce Report, pp. 147 ¢¢ passim. (Kennedy, Fleming, First Baptist Church, 
Howard University, Y. M. C. A., etc.) Tuttle, who was a United States treas- 
ury Official, said that he did not read the Kilbourn and Evans agreement before 
signing it, that he never read the papers presented for his signature. He thus 
explained : ‘‘ I said that I wanted at least two names to precede mine and that I 
wanted the actuary’s name so as to know that it was all right. .... I always 
told them that they must not depend on me, that I must depend on them and 
that they must not deceive me.”"—This to Cooke and Huntington !—Douglas 


Report, p. 104. 
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available, the depositors had become alarmed, and three serious 
runs were made on the bank, taking out $1,800,000 in eighteen 
months. Business depression came, real estate declined in value, 
the bank could realize on few of its securities, and the bad loans 
could not be called in. Jay Cooke and Company and the First 
National Bank failed, and, in order to pass the crisis, the Freed- 
men’s Bank had to sacrifice its best securities! As a result of 
the runs the bank was forced to require the depositors to give 
sixty days or more notice before drawing out deposits. This, 
though legal and provided for in the regulations, destroyed the 
confidence of the negroes, and few deposits were made during 
the latter part of 1873 and in 1874.7 Just as the deposits became 
large enough to pay the expenses of the bank the runs came. 
The Comptroller of the Currency reported in 1873 that there was 
serious mismanagement in the affairs of the bank, and in Febru- 
ary, 1874, his report showed that the bank had been insolvent for 
a year.* 

When the bank began to show signs of failure the few trustees 
and the officials who had deposits drew them out, while at the 
same time the management tried to delude the negroes into 
putting more money in the bank and to evade investigation by 
Congress. During the runs the trustees neglected the affairs of 
the banks; only one of them—Purvis, a negro,—came to advise 
and assist the actuary, who during the runs had to act on his own 
responsibility. The clique of speculators resigned in good time 
and left affairs to the incompetents and the negroes. <A faction 
of the trustees, dissatisfied with Alvord’s mismanagement, deter- 
mined to bring about a change by electing Fred Douglass to the 
presidency in the hope that he would restore confidence and 
reform abuses.* The rest of the story of the bank will be told 
in the next number of the YALE REvIEw. 

WALTER L. FLEMING. 
West Virginia University. 


'Bruce Report, pp. 78, 181. 
*I have been unable to ascertain how much was deposited after March, 1873. 


Douglas Report, p. 180. 
Meigs’ Reports in Report of Comptroller of the Currency 1873, 1874. 


‘Bruce Report, pp. 163-165, 181, 183. Douglas Report, pp. 17, 76, 180. 


Douglass, Life and Times, pp, 488, et seg. 
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THE TRANSITION FROM SLAVE TO FREE LABOR 
IN CUBA. 


HE importation of negro slaves into the Spanish colonies 
in America was permitted by the government chiefly for 
the purpose of satisfying the demand on the part of the colonists 
for a supply of laborers sufficient for the development of their 
agricultural enterprises. It must be borne in mind that it was 
affirmed to be a temporary expedient by planters and rulers alike. 
Throughout almost the entire history of the colonies a strong 
current of opinion may be traced not only against the slave trade 
and slavery but against the negro himself. Briefly stated, the 
problem which confronted the Spanish administrators was how 
to convert this temporary supply of laborers into a permanent 
one. The date for ending the slave trade, always seemingly at 
hand, was put off in the face of repeated demands for more 
negroes; so that while a formal prohibition was decreed in 1820, 
the government was not able to stop illegal importation of slaves 
until forty-five years later. Here, at least, was a long interval 
during which a definite program of conversion should have been 
pursued. In point of fact, notwithstanding conscientious efforts 
to that end which were vitiated by seemingly insuperable obsta- 
cles, the crisis in the trade was reached at a time when an impera- 
tive demand made it necessary to abolish slavery. There were, 
however, many excellent features of the Spanish slave régime 
which had been silently working to make the final stages of the 
transition much easier than would otherwise have been the case. 
Some of these features will be noted hereafter. 

Experience soon taught the administrators of the law that it 
was not easy to deal with the free negroes and mulattoes. Laws 
were promulgated in the sixteenth and seventeenth centuries for 
the purpose of fixing their residence and dependence on a patron," 
punishing idleness,? forbidding their presence in the towns at 


'Recopilacién de Leyes de Indias, lib. 7, tit. 5, ley 3, dated 1577. 
*Ibid., lib. 7, tit. 5, ley 4, dated 1602. 
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night,’ and ordering viceroys and governors to take special pre- 
caution against their general restlessness and the grave dangers 
arising therefrom.? In 1612, the Real Audiencia of New Spain 
decided that free negroes and mulattoes when found in the towns 
without proper employment or domicile should receive two 
hundred lashes and be assigned to an owner,’ and that no meet- 
ings of more than three negroes or mulattoes be permitted in 
public or private, day or night.* In addition to this, neither 
slave nor free negroes were allowed to carry or keep arms or 
ammunition.® 

Vagrancy, idleness, and restlessness, or the tendency to exist in 
semi-barbarous hostility to organized society, ever present in these 
classes, carried with them unusual evils. The peril was always 
more imminent because they tended to crowd into the towns, 
bringing their demoralizing, disintegrating, influences with them. 

The vicious propensities of the free negro population of Cuba 
are equally evident at an early date, but they did not cause serious 
embarrassment until the last quarter of the eighteenth century ; 
owing to the large increase in the number of slaves, freedmen, 
and maroons, stringent measures to restrict them continued 
to be taken from that time. In the country fewer regula- 
tions are to be found; results are fully as prominent. Preying 
upon estates and tampering with the slaves so as to interfere 
seriously with plantation discipline and efficiency, were among 

'Ibid., lib. 7, tit. 5, ley 12, dated 1542. 

*Ibid., lib. 7, tit. 5, ley 13, dated 1645. Sumptuary laws also were enacted. 
Recop. de Indias, lib. 7, tit. 5, ley 28. Cf. Depons, Voyage to Terra Firma, pp. 
174 et seq. 

* Montemayor y Belefia, Recopilacién sumaria de todos los autos acordados 
de la real audiencia de Nueva Espafia, vol. 1, p. 79. 

*Tbid., Mandamientos, vol. 1, p. 73. 

'Ibid., p. 74; Colecci6n de documentos inéditos de ultramar, 2 series, vol. 9, 
p. 274; Recop. de Indias, lib. 7, tit. 5, leyes 14, 15; cf. ley 19. 

For difficulties encountered in collecting taxes from free negroes, vide, 
Recop. de Indias, lib. 7, tit. 5, ley 1. 

_ Regulations to this effect are dated 1551, 1786, 1792, 1796, 1819, 1835, 1844, 
1854, together with many others. Some account of the difficulty of dealing with 
this question may be found in Zaragoza, Insurrecciones en Cuba, vol. 1, pp. 506 
et seq. and passim; Pezuela, Crénica general, Cuba, p. 107; Concha, Mem- 
crias sobre el estado politico de la Isla de Cuba, pp. 9-23; Ferrer del Couto, 


Los Negros, pp. 81 et seq. ; Accounts and Papers, 1867-8, vol. 64, class A, pp. 7 
et seq. 
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the crimes charged to them, causing friction with the Spanish 
settlers that soon passed into retaliation, making a fruitful source 
of animosity between Spainard and Cuban. A traveler who 
lived a long time in the island states that the majority of the 
people living in the neighborhood of Santiago and Manzanillo 
(eastern part of Cuba) were mulattoes and quarterons, and 
adds an unpleasing sketch of their character; that is to say, they 
were of very irregular morals, faithless, a‘dicted to drink, theft, 
and gambling. It cannot be doubted that these were dominant 
characteristics in the free negro population." 

In Puerto Rico constant vigilance on the part of the authori- 
ties was required to keep the free negroes at work.? 

It is not true, however, that the free negroes did not do good 
work. A certain class of free negroes were valuable workers in 
the towns and in the country.* Captain General Vives in a 
report made to the government in 1832 on the question of dealing 
with the slaves and free negroes distinguishes two classes of the 
latter: one, vicious; the other, industrious and more tractable. 
They liked to live on their little farms in huts built of bark or 
the palm leaf, and raise bananas, sweet potatoes, and chickens. 
The not very heavy work was performed by both men and 
women, and their villages had the air of being half asleep. The 
little farms were sometimes owned, sometimes rented in yearly 
payments of about five dollars, money or produce.* 

The question presented by the demand for final abolition was 
whether the consequences of such natural indolence, savage 
tendencies and lack of stability and order could be avoided, if 


'Mellet, Voyage dans l’'Amérique méridionale, pp. 277, 288. 

Cf. Comtesse de Merlin, Les Esclaves dans les Colonies espagnoles, Revue 
des Deux Mondes, 2-me serie, vol. 26, p. 754 passim; Informacién sobre 
reformas, vol. 1, p. 137: vol. 2, p. 273; Gallenga, Pearl of the Antilles, pp. 
103 ff. ; Accounts and Papers, 1872, vol. 64, class A, p. 17. 

?Flinter, Examen del estado actual de los esclavos de la Isla de Puerto Rico, 
p. 56. 

*Informacién sobre reformas, tomo 2, p. 273. The committee on abolition 
states that out of the total free colored population in 1862, 80% of the men and 
46% of the women were engaged in gainful occupations. 

‘Bremer, Homes of the New World, vol, 3, pp. 119 ff., 149. 

Articles on free negro life near Habana may be found in Harper’s Magazine, 
vol. 43, pp. 350 ff., and Lippincott’s Magazine, vol. 55, pp. 407 ff. 

Clark, Commercial Cuba, p. 39. 
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a large number of slaves were set free at once. It will be 
remembered that the emancipation question was not a new one 
in the Spanish colonies even in the first quarter of the nineteenth 
century,’ but it had always been discussed as a practical question 
only: 

“In the West Indies free laborers can be created by time only; 
they cannot be made by magic, nor by turning nature out of its 
course. It is necessary to do it by educating the slaves in the 
principles of religion, and by infusing into them love of labor, 
not by teaching them to read literary compositions and news- 
papers which only incite to rebellion and disorder. ... . The 
emancipation of the slaves, by the methods which the reformers 
propose, is a measure full of dangers. It ought to be done slowly 
and with the utmost caution, and not by following the system of 
irreconcilable reform recommended by the opinionative innova- 
tors of Europe. Only time and progressive betterment can put 
the slave in a state to change his present condition, and it will 
require by a moderate calculation for this operation (it cannot be 
repeated too often) a half century, before this important and 
splendid object can have the desired fulfillment, without creating 
evils, whose consequences will be difficult to foresee or calculate.’”* 


1 The revolutionary Cortes in 1811 had nearly abolished slavery. 

2 Flinter, Examen del estado actual de los esclavos de la Isla de Puerto Rico. 
pp. 57-9. This was probably written in 1831, fifty years before the abolition act of 
1880. He points out that English newspapers were then saying that it would 
require a half century to civilize the Irish; Ibid., p. 59. 

Madden, in 1853, said that slavery in Cuba could not exist long, and that the 
suppression of the slave trade would end it. ‘‘It would be utterly vain to 
expect the settling down of the population of slaves, with all their African 
instincts fresh in them, . . . into habits of order and industry, at all resembling 
those of the negroes of our West India colonies immediately previous to eman- 
cipation. . . We have to place our colonies in a state fit to take advantage of 
these events. . . .” Island of Cuba, pp. xviii et seq. 

‘‘El problema es, pues, descubrir de que modo podrémos aprovechar el tra- 
bajo de los esclavos, preparandoles para la libertad, y emancipdndoles en tiempo 
breve, sin que la industria se resienta.” Armas y Céspedes, Esclavitud en Cuba, 
Pp. 402. 

Valiente, Réformes dans les iles de Cuba et Puerto Rico, pp. 57, 168. Infor- 
maci6n sobre reformas, vol. 1, pp. 58, 84. 

In 1860 the population included 604,610 whites, 207,735 free colored, 367,368 
slaves. Sagra, Historia fisica, politica y natural de la Isla de Cuba, suplemento. 
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One of the British Consuls in Cuba said that it was “ to be sin- 
cerely hoped that no mistaken idea of philanthropy or political 
exigencies will lead to a violent or premature solution of this 
difficult question, but that whenever emancipation does take 
place here, it may be attended by proper regulations, which will 
organize the labor of the freedmen, and exclude them from inter- 
ference in the government or from trampling upon the white 
population.’ 

This opinion is similar to that expressed by Julian de Zulueta, 
owner of a large number of slaves, in a paper read as chairman 
of a special committee of the Casino Espafiol addressed to the 
“Planters and owners of slaves” in 1870. The report maintained 
that while abolition was absolutely necessary it was equally 
imperative that the country should be saved from the ruin sure to 
follow a sudden freeing of the slave population. He then pro- 
posed a plan by means of which emancipation would proceed 
through the gradual substitution of European laborers, whereby 
the emulation of the negro would be stimulated and his energies 
utilized. To the committee the possibility of raising the popula- 
tion of Cuba to eight or ten million did not seem extravagant.” 

Many indications showed that the negro more readily profited 
by his opportunities than was commonly admitted. The British 
Consul found some very encouraging conditions on estates 
near Habana in 1867; e. g., “the negroes on this estate have for 
long been kindly and judiciously treated, and were always well 
fed and not overworked. Mr. Crawford therefore begins to 
think that were speedy emancipation to be accorded to the slaves 
in Cuba, those who had been well treated on carefully managed 
estates would, if freed, elect to remain as laborers on condi- 
tion of regular pay, and continued humane guidance. This 
is not the general opinion of the slavery party here, who demur 
to the idea of the negro remaining as a laborer in the sugar 
field, if he can obtain a living by any other kind of work.” * 

‘Accounts and Papers, 1867-8, vol. 64, class A, p. 7, J. V. Crawford, 30 
Sept., 1867. 
?Gallenga, Pearl of the Antilles, pp. 103 ff. 


* Accounts and Papers, 1873, vol. 61, class A, p. 58, Consul General Dunlop 
to Earl Granville, Habana, 22 January, 1872. 
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Indeed, a few negroes might be counted upon to continue work- 
ing by force of habit or because they were able to reason about 
labor more broadly than their fellows; but, upon the whole, 
the chief motive of the slaves for remaining in their former way 
of life was a personal, or a sort of feudal, attachment to the 
master. The latter differs from both of the former factors 
and was an influential force in the slave system.* 

Crawford’s idea was “ that those planters who have been, and 
are now, in the habit of treating their slaves well, would not 
find much difficulty in inducing their negroes to continue with 
them after emancipation. The attachment of the kindly-treated 
negro to his master, to his pen, and to the plantation, where he 
has probably a lawfully wedded wife, and legitimate offspring 
cannot be overrated.”* It was, however, easy enough to over- 
rate it. For, within the slave system the master’s influence for 
good was very great; out of it, his influence diminished very 
rapidly. Of what importance could a given piece of ground be 
to a negro who might take it when and where he pleased? What 
attraction would a plantation have for him, if it was definitely 
associated in his mind with the idea of hard work? Finally, 
if rude negroes had had any respect for symbolical marriage, 
their wives and children might have restrained the freedom of 
their movements. Too much weight is likely to be given to the 

'Cf. C. A. Harris in Palgrave’s Dictionary of Political Economy, vol 3. p. 410. 
. . ‘Many instances have occurred both in the West Indies and the Southern 
States of America, where a sort of feudal attachment had sprung up between 
slaves and the employer. It is possible that this could only take place where a 
creature of low organization could not look beyond bodily comfort. There are 
certainly many who know the West Indian negro well who would argue that a 
negro slave, really well cared for, will do better and more cheerful work than 
many afree man. This side of the picture has been too often overlooked by 
writers on slavery.” 

For an account of the patriarchal relation between master and slave in Cuba, 
vide, Dana, To Cuba and Back, pp. 154-6; Masse, Cuba et la Havane, p. 369; 
Saco, Historia de la esclavitud, vol. 6, pp. 381-2; 2 Revue des Deux Mondes, 
vol. 26, p. 753. 

Additional instances might be cited, due to the exceptional humanity of the 
Spanish slave régime aided by that subtle force which attaches simple minds to 
those of higher development. 


*Accounts and Papers, 1873, vol. 61, class A, p. 58. Pen, as used here, 
means the plot of ground assigned to a slave for his own use. 
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estimates of individual observers who, instead of basing their 
conclusions upon a wide range of conditions, rely only too much 
upon special cases. The most valuable sources of information 
are the reports of Spanish people, because they were more 
familiar with the negroes and general conditions than outside 
observers could possibly be. The proprietors understood per- 
fectly well the power of the attachment of slaves to their master 
(they made constant use of it), but they knew how little it 
could be depended upon under abnormal circumstances,! and 
a large number of persons in Cuba under color of political 
exigency were making it their business to undermine the domini- 
cal prestige of the proprietors. 

In 1867, a commission consisting of Spaniards, Puerto Ricans, 
and Cubans, appointed to recommend measures of reform 
for the islands, showed the dangers which any plan of emancipa- 
tion ought to aim to avoid.? Firstly, the slaves must not be 
allowed to understand that their right to immediate freedom 
was recognized, since a new injustice would thereby be confessed 
while the process was in progression, causing restlessness, relaxa- 
tion of discipline, and revolts.* Secondly, if allowed to do so, all 
the slaves would abandon the fincas at once and suddenly inter- 
rupt agricultural work. Thirdly, a way must be found to pre- 
vent the congestion of these ignorant and undiciplined hosts 

'Gallenga thought that the proposal of Zulueta above referred to was visionary 
because in his opinion abolition was certain to interfere with production and 
bring upon Cuba some of the fatal consequences experienced elsewhere. Pearl 
of the Antilles, p. 113. 

?Informacién sobre reformas, vol. 2, pp. 285-6. The report was signed by 
the eleven Cuban members of the commission. The government had ordered 
a report upon the following heads :—religious education of the slaves, promo- 
tion of marriages among the slaves, more uniform distribution of the sexes in 
town and country, nourishment for children, hours of work, best means for 
promoting purchases of freedom by slaves, modification of the power of 
masters over slaves, prevention of cruelty, project to encourage the giving of 
small plots to slaves as freed, restraint of vagrancy, and compulsory labor for 
freedmen. Ibid., vol. 1, p. 42. 

° The dangers attendant upon gradual emancipation were pointed out in the 
report made to the French Legislature by Tocqueville’s committee in 1839. The 
opinion of the committee decidedly favored immediate emancipation, and their 
recommendations were carried out in the French dominions in 1848. Cf. 
Tocqueville, Oeuvres complétes, vol. 9. Rapport fait ala Chambre des Députés. 
. . « Juillet 25, 1839. 
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in the towns and public ways, where they would avail themselves 
of a license which they did not understand by giving themselves 
over to idleness, viciousness, and even crime. Fourthly, many of 
the African born freedmen would take to the numerous wooded 
and uninhabited parts of the island and, falling back into sav- 
agery, become disturbers of the peace instead of useful laborers. 
Fifthly, the inevitable and sudden rise of wages must in some 
way be counteracted, else Cuba could not continue to produce 
commodities which had to encounter the competition of foreign 
growers. Sixthly, the planters would be found to be without 
the capital necessary for paying the wages of laborers, conse- 
quently, industry would be interrupted unless succor were pro- 
vided. Seventhly, as a result of the foregoing, creditors hold- 
ing mortgages on fincas would anticipate severe losses. Eighthly, 
the fears and alarms due to the contemplated changes would 
cause much capital to leave the island and a great financial crisis 
to ensue. 

At this point nothing can be more striking than the words of 
one of Cuba’s most distinguished men, José Antonio Saco, who 
had often pointed out the evils which the slave trade and slavery 
were bringing on the island and had, since 1832, been the con- 
sistent advocate of the suppression of the slave trade and the 
abolition of slavery. In 1868, when the abolition movement was 
in full career, he wrote as follows: 

“The error of many abolitionists is in considering this grave 
question from one point of view only, that of the freedom of the 
slave, without paying any attention to the fact that there are 
besides the interests of the master and of the slaves. If there is 
a black race in Cuba, there is also a white one, and the latter 
being superior both by numbers and, still more, by its intelli- 
gence, as well as other titles of distinction which belong to it, it 
is neither just nor politic to sacrifice it to the violent demands of 
the black race, when these demands will be fatal at once both to 
the slaves themselves and to the mother country. Some persons 
would wish that, trampling under foot all the considerations of 
which one ought to take account in a matter so delicate, freedom 
ought to be given at once to all the slaves of Cuba; but these 
gentlemen who deal out to us so lavishly their pompous phrases 
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upon the rights of man, and who wish to pose before Europe as 
liberal and humanitarian, without risking anything because they 
have nothing to lose in Cuba, would do much better to take up 
subscriptions to the end of aiding Spain and Cuba in the excellent 
work of emancipation. . . . Slavery is contemporary with the 
conquest. We have lived with it more than three centuries and a 
half, and all the greatest interests of Cuba are being entirely 
confounded with this fatal institution,—all this cannot be changed 
at once, without precipitating Cuba into the ocean which sur- 
rounds her. Emancipation in mass would disorganize work 
instantly and everywhere, because the majority of the slaves 
would abandon the plantations to enjoy in their brutal way the 
gift of freedom. . . . To imagine that the slaves would remain 
in the fields, sad souvenirs of their sufferings, would be insan- 
ity. ... The blacks would flee far from those fields where 
they have been bathed in sweat, and, dispersed in the cities and 
towns, upon the coast and along the rivers, in forests and woods, 
they would fall into vagabondage, immorality the most revolting, 
theft, assassination, and all other crimes that form the train of 
half civilized savages.””* 

When these lines were written the revolution was triumphant 
in Spain and radical impatience was on the verge of sweeping 
away at a stroke everything that remained of a political or social 
order which it thought detrimental to progress. Saco was at 
this moment in exile from Cuba, and showed that he could still 
speak of his country and native land without bitterness, and with 
true patriotism give counsel for their best interests in a cause to 
which he had devoted his life. : 

With a well defined problem in hand, the Spanish legislators 
turned to the records of past experience for aid in its solution. 
The Roman law had held the freedman in restraint or in a 


‘Saco, L’esclavage 4 Cuba et la révolution d’Espagne, pp. 11-20. Saco 
claimed that a period of preparation was necessary before abolition could take 
place, and that it was absolutely necessary to avoid the use of such words as 
“liberty” and ‘‘emancipation” in any plan of abolition. He proposed as a 
title for the law, ‘‘ Projet de transformation du travail rustique et du travail 
urbain dans l’fle de Cuba ;’"—a concession to the ‘‘ power of words.” 
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feudal relation to his former master.’ In the early days of 
Rome the slave occupied a place in the family and this fact 
tended to determine his relation to the patron when he had 
become free. Under the empire the condition of the slave con- 
stantly improved, so that the law relating to slaves as handed 
on to the middle ages typified the spirit of Marcus Aurelius and 
Justinian. The number of slaves who might be freed by a single 
act had early been fixed,” but an increasing number of freedmen 
who inherited or held property made it more desirable to protect 
them and determine their responsibility; a process which was 
greatly facilitated by the principles of the natural law.* Not 
only are laws similar to those of Rome found in the Spanish 
codes, but the law of Rome formed an active supplement to 
the codes.* 


1 Pandectae Justinianeae, Liber I, titulus V (de statu hominum), lex 8,lex 18, 
Pothier’s edition, 1782. 

“1°. D’ aprés le droit romain, l’affranchi devait au patron le respect, l’obeis- 
sance, la reconnaissance. ‘La personne du patron, dit Ulpien, est vénérable et 
sacrée pour l’affranchi, comme celle du pére pour le fils.’” 

‘2°. L’affranchi avait le devoir de travailler pour son patron. Son temps, ses 
forces, son adresse et son talent continuaient d’appartenir, au moins en partie, a 
l’ancien maitre.” 

‘Le travail de corps pouvait presque toujours étre remplacé par une rede- 
vance en argent; c’est ce que la loi romaine appelle donum ou munus liberti.” 

L’heritage de l’affranchi appartenait au patron.’—Fustel de Coulanges, 
Histoire des Institutions de l’ancienne France, I-ere partie, 2-me édition, pp. 
230-41. 

Vide, Mackeldey, Handbook of the Roman Law, §§ 131, 132; Roby, Roman 
Private Law in the Times of Cicero and the Antonines, roth ed., vol. 1, pp. 82 
et seq.; Morey, Outlines of Roman Law, p. 237; Hadley, Roman Law, p. 115; 
cf. Watson, Marcus Aurelius, pp. 86-92. 

The freedman as an individual is called Aéertinus, in relation to his patron 
liberPus (old form, liberatus). 

*Rules of Ulpian, 25 (Lex Fufia Caninia). Vide, Abdy and Walker's edition, 
P. 377. 

® Voigt, Die Lehre vom jus naturale, equum et bonum und jus gentium der 
Romer, vol. 4, pp. 4, 13, 14, 15, passim. 

Cf. Leyes de Siete Partidas, Part 1, tit. 1, ley 2, del derecho natural. 

For the influence of the Roman law and the natural law on the Spanish law 
and the relations of master and slave, see Introduction by Pedro Gomez de la 
Serna to Leyes de las Siete Partidas, in Los Codigos espafioles, vol. 2, pp. 
XXi-xxxiii. 

‘ Vide, Forum Iudicum (Lex-Visigothorum), lib. 4, tit. 5, ley 7; lib. 5, tit. 1, 
ey 6; lib. 5, tit. 7, leyes 13, 17, and 20; Fuero Juzgo, lib. 4, tit. 5, ley 7; lib. 
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These principles of apprenticeship or semi-dependence had been 
employed recently in Cuba in legislating for a class called 
“emancipados’—African negroes, captured in the illicit slave 
trade and freed in accordance with law, who attained to the 
exercise of their full rights only after a period of instruction and 
probation in relation to works and conduct. 

On the sixteenth of October, 1868, the Cortes passed a law 
declaring free all negroes born in Spanish dominions after the 
seventeenth of September. The outbreak of the rebellion of 
1868 suspended further progress in emancipation until 1870, 
when more moderate measures were adopted. The Moret law 
declared all children of slave mothers born after the date of publi- 
cation (July 6, 1870) to be free—all of those born between 18 
September, 1868 and 6 July, 1870 were acquired by the state on 
payment to their masters of fifty escudos, or two hundred dollars, 
all those who had served in the Spanish army (faithful owners 
to be reimbursed) and all who reached the age of sixty years. 
The slaves belonging to the state at once entered upon full 
exercise of their civil rights; all of those freed by the act 
(patrocinados or wards) remained under the guardianship 
(patronato) of the owners of the mother. The act further pro- 
vided for the preparation of a census of the slaves set free by 
the state or purchased, and that the libertos should remain under 
a control of the state which should be confined to protecting and 
defending them, and furnishing them the means of gaining a 
livelihood. If any preferred to return to Africa, conveyance was 
to be provided. Sexagenarians might remain with their former 
owners, if they wished, who thus acquired control over them 
and might give them compensation or not, provided that in all 
cases food, clothes, and care in sickness be given those unable to 
maintain themselves an account of physical disability. If the 
freedman (patrocinado) left the patron of his own free will, the 
obligations of the master lapsed. Slaves not enrolled in the 
5, tit. 1, ley 6; lib. 5, tit. 7, leyes 1-20; Fuero Real, lib. 3, tit. 12, ley 11; Leyes 
de Siete Partidas, Part 4, tit. 21, ley 3; tit. 22, leyes 8, 10, 11; Part 5, tit. 4, 
ley 6. 


Cf. Lafuente, Historia de Espafia, vol. 2, p. 397. For a notice of patronage in 
America, see De Pons, Voyage to Terra Firma, pp. 175-7. 
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census were declared free. Finally, a provision was inserted for 
the enactment of a law for the indemnified emancipation of the 
remainder of the slaves as soon as the Cuban deputies took their 
seats in the Cortes." 

The law went into effect in Puerto Rico at once and in 1873 
a scheme of indemnification was begun which ended slavery in 
that island in 1878. 

The obstinacy of the rebellion in Cuba prevented further pro- 
gress in the enactment of laws for indemnification, but the provi- 
sions of the law of 1870 were put into effect. On May 31, 
1873, there were 26,667 libertos under the oversight of the 
Junta central protectora de libertos; in 1874, 50,046; in 1875, 
75,296; and in 1876, 847,771." 

As soon as the rebellion was brought to an end in 1878, and 
the Cuban deputies had taken their seats, the matter of final 
abolition was taken up. ‘The bill was introduced into the Cortes 
on 5 November, 1879, by the Martinez Campos cabinet and 
passed into law on 13 February, 1880. All those left in slavery 
by the Moret law passed into the condition of wards (patrocina- 
dos) under the guardianship of their former masters. The 
patronato was again made transmissable according to the usual 
legal processes of transfer, the patron retained the right to the 


1 Art. 7.—The control ... imposes... the obligation to maintain his 
wards, to clothe them, care for them in sickness, give them primary instruction, 
and the education necessary to carry on an art or trade. The person exercising 
the aforesaid control acquires all the rights of a guardian, and may, moreover, 
enjoy the benefit of the labor of the freedman without making any compensation 
until said freedman has reached the age of eighteen years. 

‘* Art. 8.—When the freedman has reached the age of eighteen years, he shall 
receive half the wages of afree man. Of these wages half shall be paid him at 
once, and the other half shall be reserved to form a capital forhim.... 

‘* Art. 9.—On attaining the age of twenty-two years the freedman shall acquire 
the full enjoyment of his civil rights and his capital shall be paid to him.” 

The patronato was transmissible by the ordinary channels of law. The freed- 
men remained under the protection of the government, which charged itself with 
providing employment for them.—Senate Executive Document, No. 113, 41 
Cong., 2 Sess.; Escriche, Diccionario razonado de legislacion y jurisprudencia, 
vol. 2, p. 848; and Aquilera y Cespedes, Notes about Cuba, pp. 9 et seq. 

The freedman in relation to the patron, or former owner, is patrocinado (ward 
or protected) ; in relation to the state’s protection he is /iderto. 

* Letter of the Secretary of the Board (Junta), in La Voz de Cuba (newspaper), 
26 Feby, 1877. In 1870, there were 363,288 slaves, and in 1876, 199,000. Ibid. 
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labor of his wards and of representing them in civil and judicial 
actions. In these matters, as well as in regard to punishment, 
the relation was covered by the common law of guardianship. 

Patrons must furnish their wards with proper food and cloth- 
ing, provide medical assistance in case of sickness, and pay them 
monthly wages; those under eighteen years to receive one to two 
dollars, those over that age, two dollars the first year, two dol- 
lars and a half the second, and three dollars during the third 
year; for domestic service minimum monthly wages of three 
dollars were to be paid, or more by mutual agreement. Besides 
these things the patron had “to give the minors primary teach- 
ing and sufficient instruction to enable them to ply a useful art, 
trade or occupation,” and feed, clothe, and care for the sick 
children of the wards born after or before the patronato. 
Separation of families is especially forbidden. 

Extinction of the patronato by lot to be completed within eight 
years was provided for. For this purpose a lottery was held 
under the auspices of local boards for executing the law in the 
fifth year after the beginning of the patronato, and in each of the 
succeeding years, so that complete elimination was accomplished 
in four parts and achieved in 1886. Provision was also made 
for filling the places of those entitled to pass out of the patro- 
nato who should be prevented by death or other chance from 
gaining that object. 

At the cessation of the patronato the libertos (freedmen) 
assumed their civil rights and remained under the protection of 
the government for four years, during which time they (and 
minors as well) had to prove that they held a contract for hire, or 
were engaged in some known trade or employment, failing in 
which they were treated as vagrants subject to legal consequences ; 
namely, service in the army or employment on the public works. 
At the expiration of these four years of supervision the libertos 
entered upon the enjoyment of all civil and political rights within 
the limits of the common law. On attaining their full rights 
the savings fund was turned over to them. The obligations of 
patrons, of course, did not extend beyond the times set for the 
expiration of the patronato. 
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A second way for ending the patronato was by mutual agree- 
ment without outside interference, unless the ward was under 
twenty years old (a minor), when the parents, if known, or the 
local boards constituted to execute the act, had to witness the 
agreement. Thirdly, the patron might renounce the patronato 
unless the wards were minors, sexagenarians, sick or helpless. 
Fourthly, by indemnification of service by the payment to the 
patron of thirty to fifty dollars annually according to sex, age, 
and other circumstances; for this purpose the last three years 
were reckoned as one and one-half years, and to this was added 
the unexpired portion of the first five years. Fifthly, the 
patronato might be ended by the action of any of the causes of 
manumission established in the civil and penal laws in regard to 
slavery, or by failure of the patron to perform the duties imposed 
upon him by the present law.* 

Slavery in Cuba, therefore, was abolished without monetary 
indemnification for the owners?; except the few emancipated by 
the law of 1868, to the number of 32,813,* or by service in the 
army, or by the fourth method named in the preceding para- 
graph. Two principles are comprised in the act; justice to the 
slave in abolishing slavery; justice to the owner in allowing him 
to enjoy the services of the freedman; back of these is yet the 
greater one of social utility. 

To revert to the report of the committee on reforms of 1867. 
First, in regard to the danger predicted by them of disturbances 
among the slaves as a result of continued forced labor after aboli- 
tion had been proclaimed, it may be said that neither Cuba nor 
Puerto Rico experienced inconvenience from it. There were 
no revolts or outbreaks, and the transition was accomplished with- 
out a ripple of disorder marring the course of life in the island 
throughout the process of emancipation. In this respect the 

' Vera y Gonzalez, La esclavitud en sus relaciones con el estado social de los 
pueblos, pp. 349 ff. Ley de 13 de febrero de 1880. The bill, which was passed 
with very slight modifications, may be found, Senate Executive Document, No. 
1, 46th Cong., 3d Sess., For. Relat., vol. 1, pp. 891 ff. 

The number of patrocinados set free in the last year was not large, perhaps 
about 25,000. Reclus, Nouvelle géographie universelle, vol. 17, p. 675. 

* Cabrera, Cuba and the Cubans, p. 34, 66. 

* Bachiller y Morales, Los negros, p. 104. 
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achievement was unique.’ Abolition in the French, Danish, and 
British West Indies had been attended by disorders of a violent 
character; not to except the experience of the United States. 
This is one of the greatest triumphs of the Spanish colonial 
system. 

Turning now to the purely economic results which the com- 
mission expected to attend abolition, it appears that a rise of 
wages did not follow at once. Many plantations suspended 
operations thus reducing the demand for laborers whose 
numbers had been augmented by immigration, increase of the 
native population, and accession from the Spanish soldiery.? 
The rate of wages did rise so high at a later date as to cause 
serious embarrassment in the industries of the island.* A great 
shrinkage in the value of property resulted from the low price 
of sugar and high rate of wages for free labor; the hacendados 
did not have enough capital to enable them to carry on their 
works, mortgage security disappeared, a loss of credit followed, 
and money was sent to foreign banks. Thus the fears of the 
commission were verified in this direction. 

Other consequences hinted at by the commission obtained in 
part. The freedmen generally abandoned the plantations and 
relapsed into a life of indolence or savagery. As a class they 
became much less efficient laborers than they had been as slaves,° 
but they continued to be superior in this respect to the laboring 
class of whites and mixed breeds. The negroes generally left 

'Cf. Fiske, The West Indies, p. 113. 

°Cf. Report of Consul Pierce, Cienfuegos, 31 July, 1884, House Executive 
Document, No. 54, 48th Cong., 2d Sess., pp. 252 ff.; Report of Consul Nuiiez, 
Cardenas, 8 June, 1883; Report of Commercial Relations, 1882-3, vol. 2, p. 432. 

® House Miscellaneous Document, No. 232, 51st Cong., 1st Sess., p. 720. The 
price of muscovado sugar was five to six cents a pound in 1878; in 1889 it was 
two and one-quarter cents. 

*Ho. Mis. Doc. No. 232, 51st Cong., rst Sess., p. 720. 

5 Ho. Ex. Doc. No. 54, 48th Cong., 2d Sess., p. 252 et seq.; F. H. Osborne in 
Chatauquan, vol. 23, p. 205. 

®Ho. Ex. Doc. No. 54, 48th Cong., 2d Sess., p. 252,—25% of white agricultural 
laborers in the summer season work less than two months at a time; not more 
than 84 of free negroes actually employed fluctuate to thisextent. Consul Pierce, 


31 July, 1884. Porter, Industrial Cuba, pp. 79 et seq., ‘‘ the negro asa rule is a more 
faithful worker than the white or the mulatto” ; Clark, Commercial Cuba, p. 30. 
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the old plantations, and then, in the course of two or three years, 
tended to drift back again.'. They did not, however, crowd into 
the towns and cities as had been anticipated. Doubtless they 
would have done so had it been possible, but all the negroes who 
wanted to go to the towns could not get a living in them. In 
the country the necessities of life were still easy of attainment, 
made so by plenty of vacant lands where fruits and nuts grew 
with little or no cultivation, the fish of the sea and stream, the 
warm climate, and the ample provision of building material in 
bark and palm leaves. As a rule the freedman was not spon- 
taneously spurred on by a spirit of personal emulation to acquire 
wealth or gain political influence; he chose to settle on a small 
farm, as near the towns as possible, and become a rather indiffer- 
ent tiller of the soil, and a desultory laborer.” 

This again, small as it was, was an important one. The ten- 
dency to small farming had been fostered in the Spanish slave 
system by the practice of giving the slave a small patch of land 
(conuco) to cultivate for his own use and behoof. From this 
wise foresight Cuba was now to derive some advantage. The 
freedman in many cases wished to become a “colono”’ (farmer 
or settler), and the planter rented his land to him in small parcels, 
or arranged to purchase his crop of cane at the central mill. 


The farmer (white or black) paid a small rental (one dollar per _ 


acre) and cut and delivered his cane at the mill, receiving three 
dollars and a half per 2500 pounds of cane. The planters also 
furnished stock and cane for planting.* Today Cuba depends 
for its most effective laborers upon the negroes.* 


'Ho. Ex. Doc. No. 54, 48th Cong., 2d Sess., p. 254. 

*Ho. Ex. Doc. No. 54, 48th Cong., 2d Sess., p. 553. 

®Ho. Ex. Doc. No. 54, 48th Cong., 2d Sess., p. 253 ; Clark, Commercial Cuba, 
p. 39. ‘‘ There are many white, black and medium-colored Cubans who will work 
equally well, but they, as a whole, when resident in the rural districts, seem to 
prefer the cultivation of small patches of ground for themselves, rather than 
working for wages, although the net result to them may not be so favorable.” 

A. Caldecott in Palgrave’s Dictionary of Political Economy, vol. 1, p. 695, points 
out concerning emancipation, that in Barbadoes there was no spare land and the 
negroes became wage laborers ; in Jamaica there was abundance of land and the 
negroes became small holders; in Trinidad and Demarara, where there was a 
great deal of vacant land, the negroes abandoned the plantations and coolies 
had to be imported to do the work. 

*Census of Cuba, pp. 527, 530; Porter, Industrial Cuba, pp. 79, 100, 105. 
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To sum up: The Spanish legislators in bringing the negro 
out of slavery into a state of useful freedom were aided by four 
essentially important factors; to wit, the principles of equity 
contained in the Roman practice, the experience recorded in the 
Spanish law, the attachment of slaves to their masters, and the 
custom which had prevailed of teaching the slaves to help them- 
selves. If we exclude the evils which must inevitably attend an 
economic revolution, the plan adopted was a success and reduced 
the evil consequences to a minimum. 

Husert H. S. Armes. 

Ursinus College. 


a 
i; 
ih, 
i 
i 
| 
| 
| 
WE 


NOTES. 


The American Political Science Review is the title of a new 
periodical, the first number cf which is to appear in November. 
This review is to be published by the American Political Science 
Association, and is to be under the general editorial management of 
Professor W. W. Willoughby of Johns Hopkins University, assisted 
by Professors Fairlie, Goodnow, Latané, Merriam, Reinsch, Sham- 
baugh, Wambaugh, and Dr. Whitten. Besides leading articles and 
critical reviews, the new periodical is to contain bibliographical 
notes and “a legislative chronique calling attention to the more 
important measures pending in and passed by congress, state and 
municipal legislatures, and foreign law-making bodies.” The 
announcement of this new review is significant of the increased 
attention which is being paid to the scientific study of law and 
institutions in our country, and the names of the editors are sufficient 
assurance of scholarship and ability in its management. 


Prizes for Economic Essays (Third Year).—In order to arouse 
an interest in the study of topics relating to commerce and indus- 
try, and to stimulate an examination of the value of college training 
for business men, a committee composed of Professor J. Laurence 
Laiighlin, University of Chicago, Chairman; Professor J. B. Clark, 
Columbia University; Professor Henry C. Adams, University of 
Michigan; Horace White, Esq., New York City, and Hon. Carroll 
D. Wright, Clark College, have been enabled, through the generosity 
of Messrs. Hart, Schaffner and Marx, of Chicago, to offer again in 
1907 four prizes for the best studies on any one of the following 
subjects : 

1. The practical wisdom of freeing raw materials, essential to 
subsequent manufactures, from custom duties when entering the 
United States. 

2. The best methods of obtaining an elastic currency in times of 
panic. 

3. To what extent, and in what form, are socialistic tenets held 
in the United States ? 

4. In what respect, and to what extent, have combinations among 
American railways limited or modified the influence of competition ? 
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5. The best methods of avoiding resort to force by labor unions 
in their contests with employers. 

6. The effects of “trusts” upon the prices of goods produced by 
them. 

7. How far does the earning power of skill obtain under a régime 
of trade unions? 

8. A critical study of modern commercial methods for distribut- 
ing products to consumers. 

g. The development of economic theory since John Stuart Mill. 

A first prize of one thousand dollars, and a second prize of five 
hundred dollars, in cash are offered for the best studies presented by 
Class A, composed exclusively of all persons who have received the 
bachelor’s degree from an American college in 1895, or thereafter ; 
and a first prize of three hundred dollars, and a second prize of one 
hundred and fifty dollars, in cash are offered for the best studies 
presented by Class B, composed of persons who, at the time the 
papers are sent in, are undergraduates of any American college. 
No one in Class A may compete in Class B; but any one in Class B 
may compete in Class A. The committee reserves to itself the 
right to award the two prizes of $1,000 and $500 to undergraduates, 
if the merits of the papers demand it. 

The ownership of the copyright of successful studies will vest in 
the donors, and it is expected that, without precluding the use of 
these papers as theses for higher degrees, they will cause them to 
be issued in some permanent form, 

Competitors are advised that the studies should be thorough, 
expressed in good English, and, although not limited as to length, 
they should not be needlessly expanded. They should be inscribed 
with an assumed name, the year when the bachelor’s degree was or 
is likely to be received, and accompanied by a sealed envelope giving 
the real name and address of the competitor, and the institution 
which conferred the degree, or in which he is studying. The 
papers should be sent on or before June 1, 1907, to J. Laurence 
Laughlin, Esq., University of Chicago, Box 145, Faculty Exchange, 
Chicago, III. 


The Massachusetts Civil Service Reform Auxiliary offers, free 
of expense, pamphlets on Civil Service Reform to grammar schools, 
high schools, normal schools and colleges willing to make these 
pamphlets the subject of a lesson in their Civics or American History 
course. During the past five years over 125,000 of the pamphlets 
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have been distributed to more than 1500 schools and colleges 
scattered throughout every State and Territory of the United States. 

The titles of two of the pamphlets whose educational value has 
been so widely recognized by our teachers are “The Merit System, 
The Spoils System” by Edward Cary and “The Merit System in 
Municipalities” by Clinton Rogers Woodruff. <A third simpler 
pamphlet prepared by Miss Elizabeth Luther Cary for grammar 
school use is called “A Primer of the Civil Service and the Merit 
System.” As the circulation of this offer directly to the heads of 
schools and colleges must of necessity be gradual, the Massachusetts 
Auxiliary takes pleasure in announcing to teachers and others 
interested in the subject that copies of the above pamphlets, together 
with other of its publications, may be obtained free on application 
to the Assistant Secretary, Miss Marian C. Nichols, 55 Mount 
Vernon Street, Boston, Mass. 
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BOOK REVIEWS. 


Corporations, A Study of the Origin and Development of Great 
Business Corporations and their Relation to the Authority of the 
State. By John P. Davis, Ph.D. New York: G. P. Putnam’s 


Sons, 1905—2 Vols., pp. 612. 


These volumes are a posthumous publication. They were intended 
to set forth a scientific conception of the nature of private corpora- 
tions, and to serve as an historical introduction to a larger work 
that was never written. | 

The well-settled judicial doctrine that the essence of a corpora- 
tion is artificial personality the author criticises as an outworn legal 
fiction which has become absolutely pernicious. (I, 25, 30.) It 
rather consists in a power to act for organized society in accomplish- 
ing the good of the governed. Its functions are of a public charac- 
ter. The term “private corporation” is a misnomer (I, 31). 

His definition of a corporation is “a body of persons upon whom 
the State has conferred such voluntarily accepted but compulsorily 
maintained relations to one another and to all others that, as an 
autonomous, self-sufficient, and self-renewing body, they may deter- 
mine and enforce their common will, and in the pursuit of their 
private interest may exercise more efficiently social functions both 
specially conducive to public welfare and most appropriately exer- 
cised by associated persons.” (I, 34, 241.) It is obvious that this 
attributes to all corporations some qualities belonging purely to 
private and others belonging purely to public ones, as well as cer- 
tain powers and purposes in which few fully share. 

The book is a labored and not very successful attempt to marshal 
well-known facts of English and American history in such lines 
and lights as will vindicate the definition thus given. 

The ecclesiastical corporations of the Roman church Mr. Davis 
regards as a necessary incident of its character as a universal associa- 
tion of Christians, so general in its nature that it was unfitted for 
certain classes of them. (I, 80.) They weakened it by absorbing 
a worldly element which—detached from the quickening influences 
of the family—unduly magnified their separate setting and private 
interests. (I, 86.) 

The corporations of feudalism were like those of the church in 
this, that each served as a temporary scaffolding to promote social 
growth, but was to be destroyed as social life entered on a new 
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organic period and the State grew large enough to embrace with 
firmness a larger reach of collective activity. (1,89, 117.) Munici- 
pal corporations followed the same law. Corporate life is a portion 
of the stratum of associated life included between two cross-sections 
of it. An association may fall out of it by the loss of corporate 
attributes ; it may rise above it by absorbing into itself some adminis- 
trative organ of the State. (1, 130.) Guilds thus become State 
agencies for taxation and local government. (I, 178, 202, 230.) 
Regulated companies were State agencies for international trade. 
The charters under which England founded her colonies soon vindi- 
cated the public and institutional character of corporate existence, 
and as they were absorbed by American States gave form to their 
constitutional life. Mr. Davis appeals to them as proof of his 
assertion that in principle a corporation is a voluntary association 
with the subsequent obligation of maintaining the relations assumed 
until its purpose is attained, and so a mere form of the “social con- 
tract.” (II, 205, 206.) The medieval university was rather a class 
than a corporation, for lack of government machinery or fixed 
relations between its component members. (I, 288.) 

Attention is called to the dealings of England with her educational 
and charitable institutions during the last century or two as warrant- 
ing the author’s definition of corporate purposes. So far as these 
corporations had been looking to the conservation of private 
interests, they were sternly recalled by the State to the line of duty. 
(11, 54-) 

Mr. Davis attempts to show that corporations were not regarded in 
the Corpus Juris Civilis as artificial persons. (II, 223.) He makes 
no reference to anything except the Pandects, and as to those seems 
to forget that they largely assume a knowledge of the fundamentals 
of legal science, and were thrown together at a time when private 
corporations had become few and unimportant. 

As a whole, the work, while it shows careful thought and much 
reflection, lacks proportion, and is too plainly bent to a preconceived 
theory. The connection between the State and the corporation, 
which Mommsen had shown (except as to the derivation of the fran- 
chise) to be one of analogy (de Collegitis et Sodalictis Romanorum, 
Cap. VI), Mr. Davis seeks to turn into a substantial identity. His 
endeavor is not without value in bringing into clearer view those 
public ends for which all corporations are created, but he will lead 
few to his ultimate conclusions. 

SIMEON E. BALDWIN. 
Yale University. 
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Gold Standard and International Trade. Washington, Government 

Printing Office, 1904—pp. 512. 

This is the second, and final, volume of the report of the recent 
Commission on International Exchange. The first gave account of 
the conferences of the Commission with the European Commissions. 
This describes Professor Jenks’s visit to China and the arguments 
he submitted to the Chinese Government in favor of currency 
reform. 

The description of Chinese currency conditions is most interesting 
and thorough. Documents of the Imperial Customs service prepared 
under direction of Sir Robert Hart some years since, and other local 
sources, have been drawn upon in the forming of a notably clear and 
graphic picture of the monetary chaos prevailing in the Empire. 
The native banking system, customs of trade, and methods of com- 
merce are portrayed in detail. The months spent by Professor 
Jenks in observation were employed to extremely good purpose. 

In its proposals his report is not to be commended. He advo- 
cates at great length and with painstaking minuteness of plan, the 
adoption of the so-called exchange-fund standard. In so doing he 
clouds the main issue, which was after all the adoption of the gold 
basis in any acceptable way or form. Of all methods the exchange- 
fund, as put into effect in the Philippines and in Panama, is the 
most unsuitable for China, because under it the direct burden of the 
lift from silver to gold is taken from the government and thrown 
upon the people. It does not require deep understanding of the 
Chinese financial problem to see that the main obstacle to success, 
once a reform is started, lies in the unwillingness of the people to 
give up for an innovation that to which they have been accustomed. 
By making the innovation cost, or seem to cost, money to its 
acceptor its introduction is rendered practically impossible. Even in 
the Philippines, where governmental conditions were of the most 
favorable, it proved a matter of some difficulty and annoyance to 
drive out cheap money with dearer. 

China is awakening. Treaties and edicts have prepared the way 
for monetary reform, and it may be that it will come to pass. When 
it does do so, it will probably be through a securing of uniformity of 
coinage first, as was advocated by the English and Russian Commis- 
sions and by part of the Japanese commission, and afterwards rais- 
ing the mass to a gold level. 

Criticism is due the Commission for claiming to have influenced 
the policy of the Indian Government as to regularity of its purchases 
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of silver (p. 27). The letter quoted shows plainly that it is intended 
to describe the customary policy of India from as far back as 1900, 
long before the suggestion of the Commission was made. The 
Indian Government has been buying this winter at above 30 pence. 
The scheme of the Commission to have no purchases made at a 
higher price than 28% pence is accordingly abortive. 

In view of the rise in silver, since the Report came out, to the high- 
est point reached since 1896, and to a level that has incommoded 
the monetary system of the Philippines, the opinion expressed that 
the price of silver, partly as a result of the Commission’s work, had 
become more stable, is also seen to be without foundation. 

In the first volume of the Report it was said that Mexico was 
about to adopt the exchange-fund method. The error is not cor- 
rected in this volume. Mexico, however, taking advantage of the 
rise in silver, sold pesos and bought gold. In many respects the 
plan followed was like that suggested by the writer (YALE REVIEW 
February, 1904). Coin held by banks was swept up for export, 
temporary certificates being issued in place. Gold is now in circula- 
tion and the change of standards, besides being almost instantaneous, 
was accomplished with no dislocation or friction in the commer- 
cial life of the country. 

Minor portions of the Report contain accounts of the reform in 
Panama and of the further measures found necessary in the Philip- 


pines. 


MORRELL W. GAINES. 
New York City. 


The Law of Interstate Commerce and its Federal Regulation. By 
Frederick N. Judson, of the St. Louis Bar. Chicago: T. H. 


Flood & Co., 1905—pp. xix, 509. 

The appearance of this able and exhaustive treatise is most timely. 
The discussion which has been going on for two years over the 
proper powers and limitations of a body entrusted with railroad 
control, makes indispensable the need for an authoritative and codi- 
fied statement of existing law and practice on the subject of inter- 
state commerce. This need the volume under review abundantly 
satisfies. 

The book opens with a discussion of fundamental powers derived 
from the federal constitution, both those exercised by the federal 
government exclusively and those exercised concurrently with the 
States. Then follows the history of federal statutory legislation 
in all its phases, transportation in general, taxation, incorporation, 
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and control of business and labor combinations. This section con- 
cludes with a chapter on the federal control of State regulation, the 
purpose of which is to show the limits of the unexercised power of 
the federal government. 

The second part of the book presents a thorough analysis of the 
Interstate Commerce Act, section by section, with the rulings of 
the Commission under each section, and the decisions of the courts 
so far as the findings of the Commission have been the subject of 
judicial review. By this presentation, the reader is made to realize 
more than has been possible before from a mere survey of the 
volumes of Commission cases, the great service which the Com- 
mission has performed in the eighteen years of its existence, in the 
creation through its rulings on every possible phase of the subject, 
of a body of administrative law which will prove of real value in the 
solution of our future transportation problems. 

In the same manner, the author has treated the Anti-Trust Act 
of 1890 and other statutes such as the Safety Acts, and finally, has 
) included in the volume the federal labor statutes, the rules of prac- 
z) " tice before the Commission, and tables of court cases and Commis- 
sion rulings. 

As the aim of the book is merely to present existing law, discussion 
of questions of public policy has necessarily been omitted. But 
this does not prevent it from having a very great interest and signifi- 
cance for the historian and economist, for it reveals, as no work 
has done heretofore, the growth in importance of this commerce 
clause of the federal constitution during the century and a quarter 
f . of our national existence. Necessity for national control over 
Te foreign commerce was, as the author asserts, the immediate occasion 
for calling the convention of 1787, and control of commerce among 
iH the States was granted so as to make control over foreign commerce 
| more effective. Any adequate conception of the importance of 
this clause was, of course, impossible in a time when railroad trans- 
portation was unknown, yet we have in this period the great decision 
AW of Gibbons v. Ogden, which “is the basis of all subsequent decisions 
. construing the commerce clause and is the recognized source of 
authority.” But it was not until 1886, at the close of the first cen- 
tury of the nation’s history, that changed economic conditions made 
no longer tolerable discriminating State legislation, and led to the 
judicial declaration in the Wabash case that interstate commerce was 
free from any control or regulation by the States. The way was 
now open for direct exercise by Congress of the power of regula- 
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tion, and it came with the Interstate Commerce Act. In the inter- 
pretation of this Act, and more particularly of the Anti-Trust Act of 
1890, there is clearly to be seen a growing tendency on the part of 
the Supreme Court to assert the sovereign authority of the federal 
government over State corporations where violations of federal law 
are in question, a position which in recent decisions seems closely 
to approach the exercise of that visitorial power which has hereto- 
fore been the function of the States alone. From a careful reading 
of this treatise, the conclusion is inevitable that federal regulation of 
interstate commerce has come to stay, but that its influence for the 
future upon our economic life cannot yet be fully measured. 

In view of the frequent and severe criticism of the present Inter- 
state Commerce Commission in certain quarters, the author’s com- 
mendation of the character of its membership, and of the thorough- 
ness of its investigations is worth noting. 

The book is marred by careless proof-reading. 
FRANK HAIGH DIXON. 
Dartmouth College. 


Principles of Economics, with Special Reference to American Condi- 
tions. By Edwin R. A. Seligman. New York: Longmans, Green 
& Co., 1905—8vo, pp. xlvi, 613. Price $2.25. 

This last addition to the American Citizen Series is a volume which, 
as everyone who knows its author would expect, affords a thorough, 
well-balanced treatment of the subject which he handles. What he 
says of Seager’s book might be applied to his own, viz.: “In many 
respects the most available of existing text-books.” This book will 
serve the double purpose of a text-book for university students, and 
a volume which appeals to more mature readers, who may desire to 
supplement a practical acquaintance with the business world by a 
study of economic theory. In some respects the latter class seems 
to be aimed at rather than the former in the preparation of the 
book. The way in which references to practical matters are 
occasionally introduced implies either an acquaintance with them on 
the part of the reader, or the guidance and assistance of a teacher, 
should the reader lack this personal acquaintance with the facts 
in question. It is only occasionally that this feature manifests itself, 
but it is clearly shown. 

In the way in which Dr. Seligman handles some of the thorny 
questions of economic controversy, we have admirably shown the 
balance of mind which makes the book useful to all. In the matter 
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of the relations of rent and interest, for example, he concedes as much 
as is necessary to each side, showing that each contributes important 
elements to a proper understanding of the phenomena, and that it 
is not really necessary to discard either the older or the newer modes 
of handling these subjects. Very closely connected with this is the 
treatment of cost of production in its relation to value. While con- 
ceding the importance of cost as affording a measure of value, he 
finds the source of value in utility. Some might wish to see a little 
more emphasis laid on the determining effect of cost on the level of 
marginal utility, through its influence on supply in the case of goods 
which are steadily produced and consumed. But the essential sound- 
ness of the doctrines set forth is hardly contestable. 

The arrangement of the matter also commends itself as likely to 
be well adapted to the needs of students. The considerable space 
devoted to tracing the development of economic activities and 
organization is an attractive feature. The author’s views on the 
economic interpretation of history are too well known to need 
recapitulation here, and expression is, of course, given to them in 
the part of the volume here referred to. 

The modern problems of American economic life are discussed 
judiciously. Trusts, tariff, transportation, insurance, municipalisa- 
tion, poverty, and luxury are all handled in a careful and helpful 
manner. Throughout statistical tables and diagrams are provided 
to assist the reader in grasping the facts under discussion and their 
relation to the doctrinal points which are set forth. 

An extremely useful feature of the volume is the careful biblio- 
graphy with which it prefaced, while a list of references heads each 
chapter. The mature reader will find here invaluable guidance in 
pursuing the study of whatever special points prove most attractive 
to himself among the mass of material covered. The bibliography 
is accompanied by brief guiding remarks as to the value and use of 
the works named. 

A few slips, or oversights, have occurred, of which two shall be 
named here. First, in giving illustrations of restrictions on bank 
note-issue (pp. 483-5) quite a number of inaccuracies occur. The 
French limit of issue is named as still that which it ceased to be 
some eight years before the paragraph was printed. The Bank of 
England’s fiduciary issue is also stated at the figure of several years 
ago. The German figures given ceased to be valid in 1899, while 
brevity of expression probably accounts for the statement that the 
Canadian banks keep five per cent. of their capital as a safety fund 
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in the hands of the government, in place of five per cent. of actual 
circulation, which is not uniformly close to the maximum set by 
the amount of capital. 

The second case in which there seems some reason to take excep- 
tion to the statements of the author is in reference to the English 
system of cooperative shopkeeping (p. 444). In this case opinion 
rather than fact is involved, but the causes and importance of this 
form of working class self-help seems to be somewhat misap- 
prehended. 

While referring to these blemishes, whether actual or merely in 
the opinion of the writer, the fact of their existence should not be 
given undue importance. Those that are errors of fact will doubt- 
less be corrected in the next edition. As a whole the book is a 
valuable addition to the literature of economics, especially to that 
part which serves the professed student and the ordinary citizen at 


the same time. 
G. W. FLUX. 


McGill University. 


English Church History from the Death of King Henry VII. to the 
Death of Archbishop Parker. Four lectures by the Rev. Alfred 
Plummer, M.A., D.D. Edinburgh: T. & T. Clark, 1905 (New 
York, Imported by Charles Scribner’s Sons), pp. xv, 194. 


To treat with any adequate degree of fulness the history of a 
period so packed with momentous changes in economic, political, 
social, and religious affairs as that seething portion of the sixteenth 
century which Dr. Plummer has taken for his theme is, of course, 
impossible within the compass of four brief lectures, and the author 
makes no claim to have attempted so great a task. “These lectures,” 
he says, “are not intended for experts, and, in the first instance, they 
were not intended for publication. They were written for popu- 
lar audiences in connection with the Exeter Diocesan Church Read- 
ing Society ; and their object was, and is, to stimulate interest in the 
fortunes of the Church of England at a very critical period of its 
history...” Within the bounds of these self-imposed limita- 
tions, Dr. Plummer has produced a little volume of decided merit. 
His familiarity with the rapidly increasing literature of the period 
is everywhere manifest. His attitude is marked by conspicuous 
endeavor to be fair to all parties in the great struggle and to the 
various modern interpretations of its meaning, without at all 
concealing his own opinions as to the merits of the actors in the 
drama or its permanent significance. Written primarily for a 
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Church Reading Society, the main interest of Dr. Plummer’s 
lectures lies, naturally, in their account of the fortunes of the Church 
of England in the period under review, and it is as a succinct epitome 
of that story that the little sketch is chiefly valuable, though the 
author’s judgment of political events and the men of action in them 
is often very happily expressed. One may question whether his 
estimate of the significance of Wolsey is not exaggerated. From 
the point of view of church history, the author’s chief interest is to 
maintain the thesis that the Reformation “made no break in the Life 
of the Church of England. It destroyed no Church, and it created 
no Church. It expelled no Church, and it introduced no Church.” 

Dr. Plummer defends his contention with great good feeling and 
with cordial recognition of the sincerity and conviction of the more 
radical religious forces of the period, going so far as to declare 
regarding the early days of Elizabeth: “It may seem to be a para- 
dox, but it is a paradox with much truth in it, to say that, in the diffi- 
cult and prolonged crisis which followed upon the filling of the 
English Bishoprics, it was the non-religious, rather than the religious 
men in the kingdom, who saved the Church of England from ship- 
wreck, and gave it those characteristics of compromise, comprehen- 
sion, and common sense, which have been among its chief glories 
since it freed itself from the trammels of Rome. The religious men 
were for the most part either Romanist or Puritan.” And he con- 
cludes: “We assert, therefore, with perfect conviction, that the 
Church of England since the Reformation is simply the Old Church 
' 7 of England with its face washed, and dried (we may add) with a 
very rough towel.” 


W WILLISTON WALKER. 
Yale University. 


v i The Development of Religious Liberty in Connecticut. By M. 
Louise Greene, Ph.D. Boston: Houghton, Mifflin & Co., 1905— 
pp- X11, 552. 
nit This substantial volume is the outgrowth of the author’s thesis 
presented to Yale University for the degree of Doctor of Philosophy, 
\ | and of other studies in the important subject with which it deals. 
i Dr. Greene has traced with much fairness the development of religi- 
ous toleration in Connecticut, from the foundation of the colony to 
the adoption of the present constitution and abandonment of a 
fal religious establishment in 1818. The story was well worth telling, 
and is certainly one which reflects credit as a whole upon the good 
sense and good feeling characteristic of Connecticut, both as a colony 
4 and as acommonwealth. Not that religious toleration was achieved 
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without a struggle, or that dissenters from the established order 
were not subject, here, to very real and sometimes distressing dis- 
abilities; but, in the main, as compared with similar endeavors in 
other lands, the effort to attain religious toleration in Connecticut 
was characterised by a relative fairness and moderation on both 
sides that makes the story one which a son of the commonwealth can 
look upon not merely without shame, but with some degree of 
satisfaction. Dr. Greene rapidly sketches the rise of Congrega- 
tionalism and its transplantation to America. She then takes up the 
early relations of Church and State in the New England colonies, 
and especially in Connecticut, showing the development of State 
authority as exercised by the legislatures in religious concerns. The 
influence of the Half-Way Covenant discussions, and the efforts of 
William Pitkin and his associates to obtain larger church privileges, 
are carefully discussed. The author then considers the Saybrook 
Platform and the Toleration Act of 1708, together with the subse- 
quent exemptions granted to Episcopalians, Quakers, and Baptists. 
The Great Awakening and the rise of the Separatists receive care- 
ful treatment at her hands, and the forces which led to the omission 
from the statutes, in their revision in 1784, of all reference to the 
Saybrook Platform, are then considered. The volume concludes 
with a painstaking discussion of the party contests and the broader 
influences which resulted in the religious toleration embodied in the 
Constitution of 1818,—a victory which she recognizes was won not 
merely by the general growth of a spirit of liberty, and the com- 
bination of the various political elements in the community opposed 
to a religious establishment, but also by the loyalty of the Federalist 
members of the constitutional convention in standing by the results 
there achieved, even if those results were not expressive of their 
own preference. Dr. Greene has added to the value of the volume 
hy an elaborate and carefully classified bibliography of the subject. 
The volume as a whole is one to be welcomed by students of Con- 
necticut history. 
WILLISTON WALKER. 

Yale University. 


Principles of the Administrative Law of the United States. By 
Professor Frank J. Goodnow, LL.D. New York: G. P. Put- 
nam’s Sons, 1905—pp. xxvii, 480. 

During the last few years Professor Goodnow has published a 
series of works on administrative law which has not only given to 
this subject a definite place in the curriculum of American universi- 
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ties but has also made it accessible as well as intelligible to the 
average citizen. The author's larger general work on “Compara- 
tive Administrative Law” was the first to give us an insight into the 
essential contrasts between the American and the European adminis- 
trative systems. It was through this work that the many miscon- 
ceptions covering the nature of local self-government were first 
cleared up. Then followed a series of special studies in city govern- 
ment, including a volume on “Municipal Home Rule,” another on 
“Municipal Problems,” a third on “Politics and Administration,” 
and a fourth on “City Government in the United States.” In each 
of these Professor Goodnow carries his analysis of American condi- 
tions one step farther. 

In this work on the “Administrative Law of the United States” 
he has taken the chapters of his earliest general work and has 
enriched them with the results of his investigations. We have as 
a result a comprehensive discussion of administrative organization 
in the United States, in which the organization of the general, State, 
and local governments, the relation of the officials to the public, and 
the forms of control over official action are analyzed with a degree 
of clearness and force which give to the work a high position in the 


literature of American politics. 
L. S. ROWE. 


University of Pennsylvania. 


La Constitution Suédoise et le Parlementarisme Moderne—Par Pon- 

tus Fahlbeck. Paris, 1905—pp. vi, 349. 

The author of this sketch of the Swedish constitution labors to 
prove a thesis which may be stated concisely thus: the logical goal 
of constitutional evolution in Sweden is not a parliamentary govern- 
ment like that of Great Britain; on the contrary, Sweden possesses 
of ancient right a dual parliamentary system which is more nearly 
like that of the United States. The author discovers a fun- 
damental characteristic in the successive charters and organic laws of 
the Swedish Constitution, viz.: the division of power between King 
and people, or between King and Riksdag. In the course of many 
hundred years this equilibrium, it is true, received rude shocks, the 
balance of power resting now with the King and now with Parlia- 
ment, but the Constitution of 1809 (Regeringsformen) reéstablished 
a dual government of the ancient type. The constant and avowed 
purpose of the framers of this last constitution was to apply, in the 
spirit of ancient Swedish law, Montesquieu’s principle of the 
separation of powers in the government. 
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A second hundred pages in the book are devoted to a comparative 
study of parliamentary government in England and on the continent. 
Great Britain furnishes an example of government by party, con- 
centrated in an all-powerful Cabinet—a type which our author 
denominates “parlementarisme de cabinet.’ The continental imita- 
tions of English government are little better than caricatures, 
so M. Fahlbeck contends, chiefly because they possess no real 
governing parties, but only groups or factions, and because they 
have developed a committee system which destroys the cohesion and 
responsibility of the ministry. 

The last third of the book compares the salient features of the 
Swedish and American types of government. Characteristic of both 
are the division of power between two organs of government—legis- 
lative and executive; the division of the legislature into two cham- 
bers, equal in power but differently constituted; the creation of a 
ministry dependent upon the head of the state and not upon the 
legislature,—hence not at all a cabinet in the English sense; and 
finally, the development of an elaborate committee system. Sweden 
differs most from the United States, not in possessing an hereditary 
monarch as one might suppose, but in not possessing a true party 
system in either the English or the American sense. 

Passing from the study of constitutional forms to actual govern- 
ment, M. Fahlbeck is forced to admit that the Swedish system is 
badly warped in practice. The Riksdag has steadily encroached upon 
the powers of the crown by making appropriations in detail, by 
securing control over six-sevenths of the budget, by creating a joint 
budget committee of the two chambers, and by establishing import- 
ant executive commissions, so that the ancient constitution seems to 
have come into unstable equilibrium. Meantime the King, acting 
from conscientious motives, seems to be giving over his executive 
functions to the Council of State. And finally, completing the 
vicious circle, the Council of State is steadily succumbing to the 
control of the Riksdag. M. Fahlbeck complains bitterly that states- 
men, publicists, people, and even the King himself, are hypnotized 
by the example of Great Britain, ignoring the palpable facts of 
Swedish history and law, which point to a constitutional develop- 
ment totally at variance with the law and custom of the English 
constitution. 

At this distance it is difficult to test the truth of these contentions, 
but we are inclined to think that just as M. Fahlbeck mistakes the 
true function of party in our system, so he mistakes the trend in 
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Swedish government, and for the same reason. He fails to appre- 
ciate the immense administrative difficulty created by a strict 
application of Montesquieu’s principle of the separation of powers. 
The need of unity and responsibility in government, that is, the need 
of bringing the power which is to administer into accord with the 
power which makes the law, has in our system been partially satis- 
fied by an extra-legal synthesis through the agency of party. May 
it not be that the Swedish state also is advancing toward administra- 
tive unity though by a different path? We are disposed to hazard 
the conjecture——M. Fahlbeck to the contrary nowithstanding,— 
that Sweden is at present a half-way house between constitutional 
monarchy and parliamentary government of the continental type. 


ALLEN JOHNSON. 
Bowdoin College, Brunswick, Me. 


Lynch-Law: An Investigation into the History of Lynching in the 
United States. By James Elbert Cutler, Ph.D. New York: 
Longmans, Green & Co., 1905,—pp. xiv, 287. 

Our “national crime,” lynching, is a subject worthy of historical 
treatment. The fact that lynching is an American institution and 
that the United States is being severely criticised by the nations of 
the world for permitting its existence, are sufficient incentives to 
arouse an interest and a desire to know more of the facts underly- 
ing its origin and growth. Dr. Cutler’s study in this new field is 
certainly timely, and it will doubtless be of great value to those of 
our legislators and executives who are trying to prevent this crime 
against society. With scholarly research, Dr. Cutler has collected 
and arranged from original sources, an array of facts which throw 
new light upon the causes and practice of lynchings. 

After successfully explaining away all the many alleged and 
unsatisfactory theories regarding the origin of the term “lynching,” 
the heretofore traditional story of the connection of that word with 
the name of Charles Lynch of Bedford County, Virginia, is, for the 
first time, effectively shown to be an historical fact. When the 
British invaded Virginia in the Revolution, the Tories, who were 
quite numerous on the frontier of that State, made a last attempt to 
assert themselves and to aid the enemy. The efforts of Bedford 
County Tories were intercepted by citizens loyal to the American 
cause, and they were brought before an improvised tribunal of 
justice consisting of Charles Lynch and three of his neighbors. 
Various penalties were imposed, such as the payment of fines, whip- 
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pings, and imprisonments. When the excitement had somewhat 
abated, the condemned persons appealed their cases, and the whole 
matter finally reached the Virginia Assembly. The debate which 
followed and the indemnifying act which was passed to relieve Lynch 
and his neighbors gave publicity to the affair, and rude and summary 
means of administrating justice came, thereafter, to be known by 
the term “Lynch-Law.” 

For the purpose of discussing the subject of lynching, Dr. Cutler 
has taken the conditions which have prevailed in the two historically 
distinct types of our society, viz.: first, “the frontier type where 
society is in a formative state and the civil regulations are not suf- 
ficiently established to insure the punishment of offenders; and 
second, the type found in the old communities,” where civil institu- 
tions are established and where people are, as a rule, law abiding and 
willing to allow justice to take its course. In a very interesting 
treatment it is shown how the devices of the colonial and Revolu- 
tionary “regulators” followed the westward march of our civiliza- 
tion and how the penalties inflicted constantly increased in 
severity. On the frontier the established courts and means for 
apprehending and punishing offenders against the pioneer moral 
code were not always adequate or accessible, and a settlement, self- 
sufficing in almost every other respect, was forced, as a means of 
self-protection, to devise means of administering justice. Traces 
of these summary means used against offenders and of the practice 
of regulating public offenses and public grievances lingered in the 
older society and became the essence of the lynch-law procedure 
which we find there today. It is shown, however, that, in neither 
the pioneer society nor in the old society, did lynching, in many 
cases, in its early history, deprive the accused of life. The early 
lynching was no more than a whipping, rail-riding, or similar 
punishment, though persons were occasionally killed by mobs. 

After working out the historical origin of lynching and tracing 
its spread westward, Dr. Cutler shows how the institution was 
revived in the well established communities for the purpose of put- 
ting down “abolitionism.” A chapter is given to “Lynch-Law 1830- 
1860,” in which it is shown how the underlying social forces of the 
Nation, in seeking to work out a readjustment in harmony with the 
very great changes which a half-century had wrought, tended to 
depart from the long established means of punishment and to resort 
to less excusable forms. A comparison of the lynchings in the 
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decade 1830-1840 with those of the decade 1850-1860 shows a 
remarkable increase in the severity of lynchings in the latter period. 

The general tendencies described in this chapter are doubtless 
true, but it does occur to the reviewer that greater care could have 
been exercised in the use of sources; the absence of references to 
the treatment meted out to Nat Turner and his associates can hardly 
be excused. 

The chapter of “Lynchings” is very instructive and ingenious. 
The treatment is based upon the annual summaries of lynching 
statistics collected by the Chicago Tribune for the years 1882 to 1903 
inclusive. Numerous suggestive diagrams and tables are used. 
These data reveal the fact that of the 2,585 persons lynched 
in the Southern States, 1,985 were negroes, and that of 632 persons 
lynched in the Western states 523 were whites. The commonly 
expressed and generally accepted assertion that practically all the 
lynchings of colored men in the South are for rape is shown to be 
untrue. Out of the 1,985 negroes lynched in the Southern States 
from 1882 to 1903 inclusive 753 were charged with murder, 675 with 
rape, 206 with minor offenses, 104 with arson, 96 with theft, 46 with 
assault, 18 with “desperadism,” and 87 with unknown causes. Thus 
but 34 per cent. were charged with rape. 

In the treatment of lynch-law and its justification, Dr. Cutler has 
struck the key-note in his statement: “The mistakes of Reconstruc- 
tion times are not yet blotted out of the South. Abstractions still 
control where racial characteristics, circumstances, and conditions 
should be the determining factors” (p. 225). Race prejudice, 
which has existed from early colonial days, has in later days been 
heightened by Northern interference and misinterpretation of the 
motives of those to whom the solution of the race problem is a 
most vital question, and, while sectionalism has not extended to a 
justification of this barbarous institution on the part of the South, 
it has tended to retard reforms. 

Small defects such as a reference to a State by the pronoun “his” 
(p. 247) and indefinite foot-notes such as “See article by Mr. 
Featherston” (p. 30), without giving the place where the article 
can be found, can be pointed out, but they are rare. It would, also, 
be possible to suggest other problems which might have been 
included in this study, but the general line of treatment is wholly 
satisfactory and eminently fair. The book is a contribution and is 
a good example of the scientific historical method. 

CHARLES H. AMBLER. 

Madison, Wis. 
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L’intérét du capital. By Adolphe Landry. Paris: V. Girard & E. 

Briére, 1904—pp. 300. 

This book is an excellent and keen review and analysis of the 
theory of capital and interest. The author takes more pains than 
most writers with his definitions. His definition of capital is some- 
what peculiar, and is framed with special reference to the problem 
of interest. Capital, he says, is any good which is sacrificed for the 
sake of a greater future good. Interest is the excess of the greater 
future good over the present good which is sacrificed. Were the 
book intended to include a study of other capitalistic problems 
besides that of interest, it would evidently be necessary to widen 
this definition of capital. For instance, the study of the accumula- 
tion of capital and its bearing on the distribution of wealth would 
require a meaning for the term “capital” which would admit of 
accumulation. We can scarcely conceive of an accumulation of 
“goods sacrificed.” 

It is noteworthy that the author is not so clear or careful in his 
treatment of income as of capital, and this defect in his work, which 
is certainly common among other economists, if not universal, 
is, in the present writer’s opinion, largely responsible for such few 
shortcomings as the book possesses. Among instances of these 
shortcomings we may cite the author’s attempt to justify the ordin- 
ary distinction between interest and rent. Interest, according to 
his theory, is an income which cannot normally be made to disappear, 
whereas, under certain circumstances, rent may be made to disap- 
pear. This is another way of stating the distinction, as drawn from 
the time of Ricardo to Walker, that, whereas there is always 
normally some “no-rent land,” there cannot normally be any 
“no-interest capital.” While this is true, the reason underlying it 
is overlooked by Landry. As has been pointed out recently by many 
writers, including Cannan and Fetter, the fundamental distinction is 
that rent is measured in dollars per acre, whereas interest is measured 
in dollar per dollar, i. e. in simple percentage. The rent of land 
may be expressed as interest on the capital-value of the land, and 
the interest on any capital may be expressed as the rent taken in 
relation to the physical amount of that capital. It follows that rent 
and interest can no longer be regarded in the light that the classical 
economists and Landry regard them, as two mutually exclusive 
parts of social income, but must be considered merely as two modes 
of measuring income. 


The theory of Landry as to interest is similar to that of B6hm- 


Wa 
14 
} 


104 Yale Review. [ May 


Bawerk, on which necessarily any modern discussion of the interest 
problem must be based. It differs, however, from Boéhm-Bawerk’s 
theory in admitting that the rate of interest is not traceable to a 
single source, but is due to a multiplicity of causes. That part of 
Bohm-Bawerk’s theory which Landry rejects is the “technical 
superiority of present over future goods.” According to Bohm- 
Bawerk, among the reasons why present goods are preferred to 
future is that the longer the production period lasts, the greater will 
be the product. Landry says that this fact, if it be a fact, gives 
by itself no basis whatever for the rate of interest. So far as the 
present writer knows, Landry’s criticism of Bohm-Bawerk’s “tech- 
nique” theory is, of the many which have been directed against it, 
the first which strikes at the real defect contained. According to 
Landry, Bohm-Bawerk’s error was due to his desire to trace back 
all the factors affecting interest to a subjective preference in the 
mind of man. His criticism is thus in some respects the inverse 
of that of Fetter who complains that Bohm-Bawerk has, in his 
“technique” theory, really abandoned the simply psychologic basis 
and gone back to an amended version of the productivity theories. 

’ As Bohm-Bawerk has often admitted, the most difficult part of 
the theory of interest is that in which the technique of production 
enters. The manner in which Landry brings this technique to bear 
upon the rate of interest makes a part of his theory avowedly a 
“productivity” theory. Like John Rae, he emphasizes the fact that 
nature provides many opportunities in which man may, at slight 
present cost, secure a great future return. This fact is itself, accord- 
ing to Landry, sufficient to give rise to the rate of interest. If the 
rate of return on sacrifice is larger than enough to induce the 
investor to make that sacrifice, investment will pour into this chan- 
nel until the rate of return is reduced to an equality with the willing- 
ness of the investor to sacrifice present capital for future interest. 
To this contention of Landry’s we may imagine BOhm-Bawerk to 
reply, that the cost to the investor of his present sacrifice itself 
involves the rate of interest, for it is determined in the market by dis- 
counting expected future returns. In the view of the present 
writer, while it is true that there may be some costs which are 
merely the discounted value of future returns, there are other costs, 
such as labor, whose value is independently determined. Here again 
there is need for a fuller theory of cost and income than has hitherto 
been employed, and it is largely in the hope of supplying this lack 
that the present writer is about to publish a new presentation of the 
subject. 
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Landry’s theory of interest consists of two parts. He first 
endeavors to answer the question, Why does capital require inter- 
est? and then, Why does capital obtain interest? To the first he 
answers: capital requires interest, because present needs are often 
more urgent than future; because future resources are often greater 
than present; because future goods are commonly underestimated 
in the present; and finally, because, in order to induce a capitalist 
to change the distribution in time of his enjoyments and to sacrifice 
from his present enjoyment for the sake of the future, a reward in 
the shape of interest must be forthcoming. 

In answer to the second question, as to why capital obtains 
interest, Landry repeats the first three of the previous reasons, and 
in addition gives the “productivity of capital” ; that is, the fact that 
it is possible to obtain a greater reward in the future than the 
present effort expended for it. Besides this productivity of capital 
“in the true sense of the word,” Landry adds two variants: what 
he calls the pseudo-productivity of capital; and the preferability of 
durable to perishable goods of the same cost. 

It is difficult, if not impossible, in a review of a work on so intri- 
cate a subject, to give any adequate picture of the skill and lucidity 
with which it is written. It is certainly well worth the while of 
economic students to examine it thoroughly, for it adds one to the 
small list of treatises on interest which, like Bohm-Bawerk’s and 


Rae’s, have been at once carefully thought out and clearly expressed. 
I. F. 


Economic Method and Economic Fallacies. By William W. Carlile, 
M.A., London: Edw. Arnold, 1904—pp. 284. 


The writer of this book has already been known to economic 
students from his earlier work, “The Evolution of Modern Money.” 
The present volume is devoted largely to a criticism of mathemati- 
cal economics and of the protectionist fallacy. With the latter, 
the present writer has no quarrel, but the former seems far from 
justified. Mr. Carlile’s criticisms, in fact, of the mathematical 
method suffer from the fact that he evidently does not himself 
understand the mathematics which he criticizes. He seems to rest 
his case on the fact that many of the conclusions of mathematical 
economics can be equally well stated in ordinary language and that 
they often require no demonstration. He does not seem to be aware 
that there are other conclusions which can be stated in ordinary 
language only with difficulty, and some of which can scarcely be 
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proved in any but mathematical form. That this is true of many 
of Cournot’s, Marshall’s, and Pareto’s mathematical formulae will 
be admitted by all who have read and understood them. 

Mr. Carlile’s lack of familiarity with the field in which he essays 
to enter is made evident also by his statement that economics surely 
can have no use for mathematics, since biology has none. “Darwin 
could make no use of mathematical formulae and symbols in the 
whole course of his investigations” (p. 97). The fact is that Darwin 
acknowledged that he was saved from some errors in his treatment of 
variability of species, by the mathematical criticisms of his friend 
Lubbock ; and during the last ten years the whole subject of heredity 
and variation has been treated by means of the mathematics of 
probabilities at the hands of Galton, Pearson, and numerous of their 
followers. 

The leading idea of Mr. Carlile is, we believe, a false one, namely, 
that there is fundamentally a different method to be employed in the 
sciences which deal with life from that applicable to the physical 
sciences, and we believe that the history, during the last ten years, 
of biology and the social sciences bears out this opinion. The book, 
however, has undoubted merits, is full of interesting observations, 


and shows a wide range of reading. 
I. F. 


The Russian Jew in the United States. By C. S. Bernheimer. 
Philadelphia: The John C. Winston Company, 1905—pp. 450. 
Price $2.00 net. 

The Jew’s self-revelation has usually suffered from an unjustly 
severe criticism or from too profuse apology, and this book is no 
exception to the rule; on the contrary, having been written by many 
Jews, it contains both errors in an exaggerated form. 

A race which has suffered so much and which has triumphed over 
so much, which has sunk to lowest depths and has reached the high- 
est eminence, cannot see itself in an unimpassioned light. 

The book was evidently planned as an apology ; but in spite of that 
fault it has become an important source of information in the study 
of one phase of the emigrant problem. 

The Russian Jews, their social, economic, and religious life, are 
studied in the three great Jewish centers, New York, Philadelphia, 
and Chicago. This method entails constant repetitions of the same 
apologies and the same criticism of certain social conditions, which 
the editor seems to have recognized but failed to avoid. 
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The most note-worthy chapter is that on the economic and indus- | 

trial conditions of the Russian Jew in New York, by Mr. Isaac M. I 

Rubinow, who has succeeded in making his scientific data unusually 

accurate and of great interest. 

The impression of the Russian Jew which one gains through this i 


book does not change the common opinion of him. He is a hunted, 
persecuted, narrow-minded, industrious, and frugal being, whose 
virtues are more in danger, and whose vices are more thriving 
than one commonly supposed. if 


The most hopeful chapter is that which deals with the Jew as an i 
agriculturist, and the enthusiasm with which it is written is, on the iI 
whole, justified. 


The book could still be rescued for the mass of American people . 
who ought to read it, by careful editing, by the elimination of one a 
third of its material, which is useless repetition, and by giving it \" 
that typographical dress in which the average reader expects a book 4 
of such popular value to appear. : 


EDWARD A. STEINER. a 


College, Grinnell. 
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